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NATIONAL AFFAIRS, POLICY ECONOMIC 


\ 


XUE MUQIAO ON CHINESE-STYLE SOCIALISM 


x 
Beijing LIAOWANG [OUTLOOK WEEKLY] OVERSEAS EDITION in Chinese No 11, 
16 Mar 87 pp 3-4 


[Abridged version of article by Xue Muqiao: "Xue Muqiao Talks About 
Building Socialism with Chinese characteristics"; First paragraph of 
Article is Editor's note by LIAOWANG] 


[Text] XU MUQIAO, A WELL-KNOWN CHINESE ECONOMIST, HAS WRITTEN THIS 
ARTICLE ENTITLED "STUDYING SOCIALISM WITH CHINESE CHARACTERISTICS ON THE 
BASIS OF MARX'S HISTORICAL MATERIALISM" AT THE INVITATION OF LIAOWANG'S 
EDITORIAI, DEPARTMENT. HE ANALYZES THE THEORETICAL AND PRACTICAL ISSUES 
CONCERNING THE BUILDING OF SOCIALISM WITH CHINESE CHARACTERISTICS. THE 
FULL TEXT OF ‘(IAT ARTICLE APPEARS IN LIAOWANG'S DOMESTIC EDITION; THE 
FOLLOWING IS RSION ABRIDGED FOR THE OVERSEAS EDITION. 


Marx's theory of historical materialism is the guiding thought for 
building socialism with Chinese characteristics. According to the 
theory, all produ<tion relations results from adaptation to the develop- 
ment needs of proctictive forces. As productive forces grow, these 
production relatiors will gradually impede the development of productive 
forces and cease to exist. Therefore, the most important criterion used 
to judge the correctness or incorrectness and the gains and losses of 
production relations is whether they are conducive to the speedy growth 
of productive forces, for this will lead to rapid improvement in the 
people's livelihood. We are building a socialism with Chinese character- 
istics because only this kind of socialism is most conducive to the growth 
of China's productive forces and a rapid improvement in the standard of 
living. 


A DEBATE DURING THE PERIOD OF DEMOCRATIC REVOLUTION WAS WHETHER TO 
ESTABLISH AND FULLY DEVELOP A CAPITALIST SYSTEM BEFORE PURSUING A SOCIALIST 
REVOLUTION OR TO ESTABLISH A PROLETARIAN REGIME, AND GRADUALLY EFFECT 

A SOCIALIST TRANSFORMATION. 


In pre-1949 China, only a few large cities had realized capitalism, while 
in the countryside, where about 90 percent of China's population lived, 
semifeudal relations of production still prevailed, and barely one-quarter 
of agricultural production was commercialized. At that time, imperialism, 
feudalism, and bureaucratic capitalism held commanding positions both 
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politically and economically, not the national bourgeoisie, which remained 
weak. During the national democratic revolution, a struggle against 
imperialist encroachment and feudal rule, it was not the national 
bourgeoisie which played the leading role, but the working class, and 

the Communist Party which represented the interests of workers and 
peasants. That revolution was by nature a revolution of the national 
bourgeoisie. Its army, however was composed of workers and peasants led 
by the Conmunist Party. This was a new type of democratic revolution. 
Should then the victory of this revolution be followed by the establish- 
ment of capitalism, and only after that, by a socialist revolution when 
capitalism becomes full-fledged, or, by the establishment of a proletarian 
regime, and then by gradual socialist tr.msformation of the national 
economy. 


Chen Duxiu and his followers advocated the iormer line; the CPC Central 
Committee, headed by Mao Zedong, advocated the latter. History has shown 
the former line to be wrong and the latter to be correct. Although the 
size of the working class at that time was small, owing to historical 
conditions, the national bourgeoisie was even weaker than the working 
class, which was then able to lead the revolution, to establish a people's 
democratic dictatorship, and to accomplish socialist transformation of the 
private capitalist economy and the individual economy. 


During the 3 years of rehabilitation after Liberation and the subsequent 
period of socialist transformation, China's economy and standard of 
living improved at a rate not only unprecedented in China, but rare by 
world standards. Practice has proved that vnder the proper leadership 
of the Communist Party, it ‘s possible for China to go through a new 
democratic revolution, bypass the stage of capitalism and step orto the 
socialist road. 


A QUESTION WORTH CAREFUL CONSIDERATION: CAN A SELF-SUFFICIENT RURAL 
NATURAL ECONOMY BYPASS THE STAGE OF COMMODITY ECONOMY AND DEVELOP A 
SOCIALIST ECONOMY WITH PLANNED PRODUCTION AND DISTRIBUTION? HISTORICAL 
EXPERIENCE HAS PROVED THAT THIS DOES NOT WORK. 


However, this gives rise to a question worth careful consideration. Can 
the predominantly self-sufficient peasants of the countryside bypass the 
stage of comrodity economy to build directly a sorzialist system with 
planned production and distribution? 


Marx said that capitalism must give way to socialism and communism because 
of the need to resolve the conflict between the socialization of produc- 
tion and the ownership of the means of production in private hands. The 
socialization of production begins in the wake of the development of the 
commodity economy, which, when fully developed, brings about large-scale, 
modern industries and large-scale socialized production. The entire 
national economy will form an enormous economic network through market 
commodity exchange. 


At the time the People's Republic was founded, the extent of commericial- 
ization in agriculture was limited; most peasants was largely self-sufficient 











Is it possible to artificially develop a large-scale socialized production 
system--that is, large, public people's communes--from a natural economy, 
without developing a commodity economy? It has been proven that to try 
to do this is against the laws of objective economic development, and 
extremely unfavorable for the growth of productive forces. The country- 
side, where the commodity economy is the least developed, is the place 
where our reforms should begin. Past experience has proved that our 
reforms conform to historical materialist principles and have greatly 
boosted the growth of productive forces. China's agricultural production 
now continues on the path toward specialization, commercialization, and 
modernization. 


IN THE URBAN AREAS, THE CLOSED-TYPE PLANNING SYSTEM, BEING AT VARIANCE 
WITH HISTORICAL MATERIALISM, HAS DISRUPTED THE UNIFIED NATIONAL MARKET 
NETWORK. 


Unlike that of the countryside, the commodity economy of urban areas is 
relatively well-developed. Large-scale socialized productior. is also 
emerging, centering on large cities and integrating large, medium, and 
small cities. However, after the socialist transformation of privately 
run industrial and commercial enterprises was effected, China did not 
build socialism based on this large-scale socialized production, but 
following the Soviet experience, substituted planned production and 
distribution for commodity production and commodity exchange in the 
marketplace. Our experience with the Soviet model resulted in the 
compartmentalization of our economy so that .conomic activity between 
vertically ordered entities and horizontally ordered entities was blocked. 
The economic network of socialized large-scale production we had was 
destroyed and our economy regressed backed to a closed natural economy. 


We are reforming the economic system to bring about the following: a 
combination of the superiority of public ownership of the means of 
production and the objective laws of a developing commodity economy; 
integration of planning and market mechanisms; elimination of vertical 

and horizontal administrative barriers; and the creation of merging large, 
medium, and small cities into a unified commodity market. 


Experience shows that socialist public ownership of the means of produc- 
tion can eradicate the system of exploitation; surplus product created 

by the working people can be channeled into expansion of reproduction and 
improvement of living standards. Only if the planning departments handle 
well the overall balance (balance between aggregate social supply and 
aggregate social demand) of the national economy, will production grow 

at a rate much faster than that of capitalist countries. However, if we 
continue to make use of the clored-type, planning system, thereby 
suppressing the development of the commodity economy and segmenting the 
unified national market network, then large--scale socialized production 
and the economic foundations upon which socialism relies will be damaged. 
This is at variance with Marxist historical materialist principles and 
cannot lead to the construction of scientific socialism. 





A MAJOR PROBLEM THAT MUST BE SOLVED IN REFORMING THE ECONOMIC SYSTEM IS 
THE DEVELOPMENT OF A COMMODITY ECONOMY AND LARGE-SCALE SOCIALIZED PRODUCTION 
ON A NATIONAL SCALE. 


Reform must be suited to the growth of China's productive forces, which 
remain relatively undeveloped. On the basis of public ownership of the 
means of production, the planning system of the national economy must be 
restructured to foster, but not restrain, the growth of the commodity 
economy, and to promote, but not suppress, nationwide, large-scale 
socialized production. This is a major problem in China's economic 
system that must be solved. The principal task ahead in national planning 
should be to ensure an overall balance between aggregate social supply 
and aggregate social demand. In other words, accumulate funds and 
consumption funds should be regulated so that their sum does not exceed 
national income and a rational balance is maintained between the two. 


Before restructuring of the economic system, a flaw frequently made in 
planning was rapid expansion of heavy industry. This led to galloping 
growth in capital construction and prevented improvement in living 
standards. In the course of reform, since central and local authorities, 
enterprises, and the working people each have some autonomy, rapid growth 
in agriculture and light industry was possible, leading to remarkable 
improvement in the standard of living. However, because of eagerness to 
achieve quick resvlts and the many tasks awaiting attention, both 
accumulation and consumption went out of control at the same time; their 
sum exceeded the national income. ‘This led to inflation, price hikes, 
strained finances, declines in economic performance, and other problems, 
all of which are unfavorable for production growth and impicvement of the 
standard of living. State nlans must prevent the occurrence of such a 
phenomenon as excessive appropriation of funds. Prevention and remedy may 
be by means of financial (including investment and tax) measures and bank 
credit. 


State plans must ensure not only the balance between aggregate social supply 
and demand, but also the rational allocation of accumulation funds among 
economic sectors, and consumption funds among social groups, to maintain 

an equitable ratio and to yield the best possible economic results. This 
kind of allocation can be realized not only by fiscal allocation, but also 
by various economic levers, such as price, tax, and credit policies. 


TO DEVELOP A COMMODITY ECONOMY, MARKET COMMODITY EXCHANGE MUST BE 
SUBSTITUTED FOR THE MATERIAL PLANNING SYSTEM OF UNIFIED PURCHASE AND 
DISTRIBUTION. PRODUCTION MUST BE MARKET-ORIENTED; AND COMPETITION MUST BE 
PROTECTED. 


While handling well the overall balance of the national economy through 
state plans, we should also vigorously develop the commodity economy by 
substituting market commodity exchange for the former system of material 
planning through unified purchase and distritution. It was formerly 
believed that planned production and distribution were inviolable tenents 
of socialism. Practice has proved that because there are thousands upon 

















thousands of market commodities, which are continuously being improved 
and updated, it is impossible that state planning can ever match production 
to ever-changing market demands. Capitalism encourages free competition, 
enabling production to meet various market demands and allowing improve- 
ment and updating of products. In many socialist countries, where planning 
of production and distribution is practiced, only a limited variety of 
market commodities, which cannot be improved and updated according to 
people's needs, is available. This sort of socialism cannot compete with 
capitalisn. 


In order to fully satisfy the demand for variety in daily life, we must 
develop market commodity exchange, protect the market, and increase 
enterprise autonomy. This will enable enterprises to gradually loosen 
the straitjacket of complicated and trifling plans, and to become market- 
oriented, continually adjusting the development direction of their 
production in accordance with market needs. 


TO DEVELOP A COMMODITY ECONOMY, THE PRICE MANAGEMENT SYSTEM MUST BE 
RESTRUCTURED, AND THE REGULATORY ROLE OF THE LAW OF VALUE MUST BE BROUGHT 
INTO FULL PLAY. 


Development of the commodity economy must make full use of the law of 
value to adjust and restructure the unreasonable price system under 
centralized planning, *o gradually loosen the restrictions on pricing, and 
to bring into full play the regulatory role of the law of value. 


It was formerly believed that only by implementing state, centralized, 

and assigned procurements could the needs of various agricultural products 
be met. A consequence of price control is an ever-widening gap between 
production and the increasing demands of the people as the market can only 
be assured by a woefully rationed supply. In recent years, the planning 
system for agricultural production has been completely changed. As 

prices of agricultural products have been deregulated, production has 
grown rapidly, changing the market from one with rationed supplies into 
one with free supplies of increasingly varied products. The standard 

of living has thus improved rapidly. 


This method is gradually being extended from agriculture tc industry t> 
increase the autonomy of industrial enterprises. Except for a few key 
products essential to the national economy and the people's livelihood, 
industrial products have also been freed from complicated and trifling 
production and distribution plans. Industrial productivn is becoming 
market oriented and competitive. The rapid growth of supplies of 
industrial goods for daily use in recent years again has proved that our 
policy is absolutely correct. 


TO DEVELOP LATERAL ECONOMIC INTEGRATION IS TO CHANGE THE CLOSED-TYPE 
"SOCIALIZED LARGE-SCALE PRODUCTION" INTO OPEN AND SOCIALIZED PRODUCTION 
WHICH IS APPROPRIATE TO THE DEVELOPMENT OF THE COMMODITY ECONOMY. 


The output of China's key industries was formerly administered by various 
ministries, and secondary industries were under local administration, 








thus forming uncoordinated vertical and horizontal compartments of 
administration. This was harmful to the lateral integration of enterprises, 
regions, large-scale socialized production, and the very economic founda- 
tions upon which socialism relies. We are now vigorously developing 
lateral economic cooperation transcending enterprises and regions, and 
building an integrated, multiple-tiered economic entity centering on 
large, medim, and small city areas. In this way, China's socialist 
economy has been converted from the planned, closed-type, “large-scale 
socialized production" into one which is open and which corresponds with 
the development of the commodity economy. This has beer another signif- 
icant shift in China's economic system 


While ownership of China's means of production should be basically 
socialist public ownership, management rights must be gradually passed 
downward. In the countryside, due to the largely seasonal natur: of 
agricultural production, large-scale collective work is inappropriate. 
Thus, on the basis of public ownership of land, the right to make produc- 
tion decisions should be handed down to families, implementing the output- 
related family contract responsibility system. lanagemeut rights in 
industrial and communications and transport enterprises, except in large 
units of central importance to the national economy and people's livelihood, 
have gradually been handed down from the central to the provincial and 
municipal governments, and then to the enterprises. The enter= ~ises will 
be gradually turned into commodity producers and dealers, who are 
relatively independent and responsible for their own management, accounting, 
profits, an? losses. Meanwhile, provinces, municipalities, counties, and 
even townships and villages may retain part of their funds to develop 
various economic activities independently. We are even allowing the 
individual economy to expand. Under the guidance of the stat<-owned 
economic sector, other sectors, such as the collective and individual 
economies, are also engaged. All enterprises and working people may fully 
exercise their initiative =nd compete with each other to retain the 
superior and force out the inferior, and to invigorate the national 
economy. If the past fault of "eating from the same big pot"--enterprises 
relying on the state, employees relying on enterprises--is not eliminated, 
the superiority of socialism can never be exploited. 


THE OUTLINE OF CHINESE-STYLE SOCIALISM HAS BEEN SKETCHED: THE DETAILS ARE 
YET TO BE FILLED IN. WHILE RESTRUCTURING THE ECONOMIC FOUNDATIONS, WE 
SHOULD ALSO REFORM THE SUPERSTRUCTURE, AND IMPLEMENT POLITICAL DEMOCRATIZA- 
TION. 


The reform of China's economic system is still proceeding. Achievements 
so far have been the cecision on the direction of the reform and part of 
the reform program. What is being called socialism with Chinese 
characteristics has merely been roughly outlined; its details are yet to 
be gradually worked out. We need to constantly seek to discover through 
practice how best to continue the reform. The form of economy to be 
adopted must be decided not by the rigid tenents of past thinkers, but by 
their ability to promote the growth of productive forces and gradually 
improve people's material life; that is, it must be judged by Marx's 
historical materialism. 








While restructuring the economic foundations, we should, of course, 
correspondingly restructure the superstructure, especially political 
democratization. Political democratization is a process; both political 
and economic reforms must be conducted under the party's leadership. 

In the course of restructuring, pernicious feudal influences must be 
eradicated in accordance with the modern trend. And while assimilating 
the democratic. scientific, and cultural ideas wich have resulted from 
capitalist economic development, we must prevent the influence of corrosive 
capitalist ideas. Democratization of the political system and moderniza- 
tion of science and culture are also important tasks that must be 
accomplished in the course China's reform. 


13339/9190 
CSO: 4006/502 











NATIONAL AFFAIRS, POLICY ECONOMIC 


CURRENT ISSUES IN ECONOMIC STRUCTURAL REFORM 
HK230505 Beijing RENMIN RIBAO in Chinese 15 May 87 p 5 


[Article by Tao Li (7118 0500): "Thoughts on Several Questions Concerning the 
Current Reform of the Economic Structure"™] 


[Text] On the Control Over the Monetary Growth Rate 


In the commodity economy money is a special commodity representing the value 
of various commodities. When the monetary growth rate generally matches the 
growth rate of the national economy, aggregate demand and supply in society 
will basically be balanced. In many capitalist countries this iink is 
regarded as the main switch controlling the whole economy. This viewpoint is 
justified--as long as the monetary issue is under proper control there will be 
no big problems even if a greater extent of freedom is allowed in other areas. 


One of the problems that developed capitalist countries are often faced with 
is that of aggregate supply exceeding aggregate demand. This is determined by 
the capitalist system itself. Since exploited laborers’ incomes and 
consumption grow slowly the volume of commodity sales naturally grows slowly. 
This, in turn, curbs the expansion of the market and thus results in economic 
Stagnation, recession in production, an increase in unemployment, and a 
decrease in capitalists’ interest to invest in expanding reproduction. 
Economic crises result from this vicious circle. To deal with this problem 
developed capitalist countries adopt either of the following policies: They 
take no action to check stagnation, or stimulate demand by increasing 
government investments financed by internal or external debts. It must be 
noted that in general these countries do not make up their financial deficits 
by issuing more money and overdrawing from their bank accounts but by issuing 
government bonds to withdraw money from circulation. Although this is not a 
once-and-for-all solution to the problem, some specific measures adopted by 
these countries can be taken for reference. In socialist construction we 
cannot solve the problem of a shortage of funds simply by issuing more 
banknotes. To a moderate extent the government should also bear a certain 
amount of internal and external debts. As long as economic results are 
favorable, this will remain a practicable solution to the above problem. Of 
course, there should be a limit to external and internal debts. Huge external 
debts have now become a serious problem for some countries. The necessity of 
keeping the amount of external debts under strict control and maintaining a 








strict balance of international payments is an important part of the effort to 
maintain a balance between aggregate demand and supply in society. 


Since ours is a socialist country, those problems which arise in developed 
capitalist countries from lower aggregate demand basically do not exist here 
in China. Instead, what we are always facing is the phenomenon of aggregate 
demand exceeding aggregate supply. People are seeking a development speed 
that is too high and have set living standards too high. All these 
unrealistic ideas which show that people are overanxious for quick results 
will continue to exist for a long time and there we have a long way to go 
before we can eliminate the influence of these ideas. In addition, our 
enterprises have not yet fully implemented the system of operating 
independently and assuming full responsibility for all profits and losses, and 
the malpractice of “eating from the same big pot" has not been completely 
solved. Therefore, the problems that we have frequently come across in the 
past few years are hunger for investments and unreasonably high growth in 
consumption funds. Any minor negligence may lead to a loss of control over 
supply and demand, as well as inflation, which may further result in many 
other knotty problems. This being the case, it appears more important to keep 
the monetary growth rate under strict control, ensure that it stays in line 
with the growth rate of the national economy, and thus maintain a general 
balance between aggregate demand and supply in society. 


On Curbing Drastic Growth in Investments and in Consumption Funds 


In order to curb drastic increases in investments we need to reform our 
investment structure. In my opinion, we are now facing two major problems 
regarding the reform of the investment structure. 


First, we must gradually shift to a system under which the enterprise plays 
the key role in making investment while the government only takes care of key 
construction projects. Our guideline for the reform of the investment 
structure is to allow investment funds to mainly be raised by enterprises on 
their own so that they will be able to develop and transform by themselves. 
Only a few most necessary key capital construction projects and those public 
facilities which promise small profits should be financed by state 
appropriation. The preferential method of substituting low interest loans for 
financial appropriations and paying back loans before taxes should not be 
applied to all projects but only to a select few. The state can buy some 
shares in a project but must not undertake all the investments since 
investment funds to run a project should basically be raised by the enterprise 
and the locality on their own. 


Second, although the method in which enterprises will mainly raise investment 
funds on their own is to be gradually introduced, the government will cont/ nue 
to take care of all investment projects financed by the state budget, all 
investment projects covered by the state plan, and also investment projects of 
the whole society. We must still adopt a unified policy in controlling the 
investment scale, formulating plans for different lines of production and for 
different areas, guiding the investment of funds, setting a reasonable 








economic scale, and making decisions on large- and medium-sized capital 
construction projects and those technological transformation projects 
involving an amount of funds exceeding the set investment limit; and all 
projects must still be examined and ratified ir a unified manner by competent 
departments. Meanwhile, concrete tasks such as project construction and 
design should be carried out by different departments and units concerned 
according to their specific circumstances; in this way we can ensure the 
implementation of the principle of the "three guarantees and three 
restrictions" for capital construction [to guarantee the construction of 
projects included in the state plan, productive projects, and key projects, 
while restricting projects that are outside the state plan, nonproductive, and 
non-essential], rationalize the investment structure, and, at the same time, 
reduce bureaucracy, and thus allow people at lower levels to work according to 
their specific conditions. In order to improve efficiency and overcome 
bureaucracy at home we have adopted such practices as handling affairs through 
joint meetings, examining and ratifying project proposals on the spot and 
within a fixed period, and so on. We can also take some methods practiced 
abroad for reference. For example, in Japan, councils formed by 
representatives and specialists from all walks of life serve as consultative 
organizations and hold direct dialogues with the government. In examining and 
ratifying project proposals, the World Bank always carried out a meticulous 
feasibility study and goes through rigid evaluation procedures before granting 
loans. This is basically a successful practice. By and large, only if we can 
go through strict examination procedures before approving capital construction 
investment projects will we be able to minimize the possibility of error and 
waste. This is a truth that has been proven by other countries’ experiences 
and our own experience. 


In order to prevent drastic growth in consumption funds I think the key lies 
in the need to link increases in wages and bonuses to enterprise's labor 
productivity. In this regard we have accumulated much experience which has 
been proven to be quite successful. For example, a system of fixed wages paid 
for every ton of coal produced has been practiced; the building industry has 
practiced a fixed wage percentage svstem for every 100 yuan of output value, 
calculated on constant prices; commercial units have adopted a system of 
calculating wages according to the volume of sales (the system of linking 
remuneration to the volume of sales); a fixed wage percentage system in unit 
product costs has been implemented; a piece wage system has been introduced; 
and a system of retaining net profits has been implemented on a trial basis, 
etc. All these ate effective measures to keep the growth in consumption funds 
equal to or lower than the growth in labor productivity. To check drastic 
growth in consumption funds we must devote more efforts to these aspects 
rather than solely take restrictive measures. Only in this way will we be 
able to tap the latent power of enterprises and help staff members and workers 
to earn more income by raising labor productivity, while keeping consumption 
funds under firm control. 
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On Increasing the Vitality of Large- and Medium-Sized Enterprises 


Invigorating large- and medium-sized enterprises is the key link in the 
reform of the urban economic structure. What are the causes of the lack of 
vitality on the part of large- and medium-sized enterprises? Which problems 
must be solved before we can tap the enormous internal potential of 
enterprises? To achieve these things, in my opinion, we have to deal with at 
least four problems. 


First, we must improve enterprises’ external environments, along with 
improving their internal mechanisms. 


At present, the status of large- and medium-sized enterprises as subsidiary 
bodies of administrative organs has not yet been substantially changed, and 
enterprise operators basically enjoy little power and bear little 
responsibility. Also, within some enterprises, the system of "eating from the 
same big pot" has not yet been abolished, the initiative of the vast number of 
staff members and workers has not been fully mobilized and enterprises’ 
enormous potentials have yet to be tapped. Therefore, improving enterprises’ 
internal mechanisms, improving macroeconomic control, and developing a 
commodity market must proceed together in a coordinated and gradual manner. 
Only in this way can we ensure that enterprises will really bear 
responsibility, exercise power, and acquire benefits. One can hardly score 
the expected results by only emphasizing one single aspect. 


Second, it is necessary in good time to summarize the experiences obtained 
from pilot projects launched in various areas and departments. 


Vesting enterprises with full decision-making power in production and 
management will inevitably involve a breakthrough in certain state 
regulations. To deal with this problem some local governments, after 
analyzing the circumstances of enterprises, have formulated provisions to 
appropriately delegate power to enterprises, while ensuring moderate increases 
in the income of the state, the enterprise, and the staff and workers; they 
have reduced productioi: costs and the proportion of wages in production costs 
for a unit product; and improved product quality. These provisions have 
helped to create a "local environment" for the development of enterprises and 
substantial results have been scored. Some local governments have failed to 
do this, hence state-owned enterprises there have been subject to more and 
more rigid restrictions. This case has raised a problem which merits 
attention. If we do not allow various localities, according to their local 
conditions, to adopt some flexible provisions that can help invigorate 
enterprises and we sit back and wait for nationwide macroeconomic reform (many 
of which can hardly be started for the time being), we will not be able to 
bring enterprises’ initiatives into play; and this will hinder us from 
enriching our experience. Of course, various localities may formulate 
different provisions during their own experiments and this will hamper the 
standardization of macroeconomic administration. Therefore, the timely 
summarizing of experiences gained from pilot projects launched in various 
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localities and from departments which can expedite nationwide macroeconomic 
reform is a problem which merits attention. 


Third, it is necessary to properly solve the problem concerning enterprise 
operators’ personal incomes. 


At present many enterprises are launching experimental reforms in management, 
such as the enterprise manager contract responsibility system, the plant 
director contract responsibility system for his term of office, a 
responsibility system for managing assets, the leasing system, and so on. A 
common feature of all these management forms is that the enterprise operator 
is vested with full decisionmaking power in management and will be paid 
according to his performance on the premise that he bears some economic 
responsibilities and takes risks (including the responsibility for the 
economic results of the enterprise and the society). Therefore, these 
enterprises can be regarded as contractors with the state. 


One of the existing problems is that the provisions concerning the personal 
income of contractors or lease holders vary from place to place. In some 
places, the contractor or lease holder has to first pay the contracting or 
leasing charge to the owner, taxes to the state, and wages to staff members 
and workers, and then he can retain all the remaining profits. In other 
places, it is provided that the personal income of the contractor or lease 
holder cannot exceed a fixed multiple of the average income of the staff and 
workers. In my opinion, a generally standardized provision in this regard 
should be enforced throughout the country. 


It must be noted that the system of individuals’ contracting for the 
management of enterprises is different from the system of contracting output 
quotas to households with the production team conducting unified accounting 
that is practiced in rural areas. The income arising from contracted farming 
on a household basis is to be distributed within the household concerned. In 
an enterprise which is contracted out to individuals for management, however, 
the improvement of its economic results depends on proper management by the 
enterprise operator and the initiative and creativeness of all the staff 
members and workers. Therefore, we had better fix a limit on the personal 
income of contractors or lease holders after taxes and profits that are to be 
turned over to the state, accumulation funds, and collective welfare funds 
have be deducted from the enterprise's profits. In a well-managed enterprise 
the personal income of an enterprise operator may be several times or a dozen 
times higher than that of an ordinary staff member or worker. But, anyway, a 
limit should be set. As far as this issue is concerned, only keeping the 
ownership unchanged is not enough. We must also be aware of the changes in 
production relations after the enterprise is contracted out or leased to 
individuals for management. If this issue is not handled properly it may 
bring about more contradictions and the contractors or lease holders may come 
across many new difficulties. 
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What is more, s. ould the enterprise be contracted out or leased to individuals 
or to the staff and workers of the enterprise as a collective contractor or 
lease holder? This question also needs to be studied. 


Fourth, after the plant director responsibility system is implemented, should 
the plant director be responsible mainly to the owners of the assets (share 
holders and board of directors) or to the staff and workers? Or should he be 
reponsible to both the owners of the assets and the staff and workers? This 
is also a question which needs to be studied. 


On the Different Natures of the Two Types of Reforms 


Since the 3d Plenary Session of the 1lth CPC Central Committee the CPC central 
authorities have repeatedly pointed out that China is still at the initial 
stage of socialism. This judgment is of great guiding significance to the 
reform of the economic structure in China. 


There are mainly two types of economic structural reforms at the present 
stage: The first type of reforms are basically not related to the reform of 
the fundamental socialist system of China; while the second type of reforms 
involve some partial changes in the country's fundamental socialist system. 


There are many reforms which are not related to China's fundamental socialist 
system--for example, the separation of ownership and management in state-owned 
enterprises, the development of bilateral ties between enterprises, and so on. 
There are also some partial reforms which involve changes in the fundamental 
system--for example, those relating to the ownership system, those regarding 
distribution, and so on. Both types of reforms, especially the latter, need 
in-depth exploration. At the initial stage of socialism, while public 
ownership must be taken as the key link, it is necessary to encourage the 
moderate development of individual households, private firms, and enterprises 
run with Chinese and foreign capital. In this connection, we must adhere to 
the principle of distribution according to work and should also tolerate a 
certain degree of distribution according to the proportion of capital. We 
must be aware of not only the positive role of the individual economy and the 
private economic sector but also the negative effects that they may produce. 
We must not only implement policies that help to fully utilize their positive 
role but must also take some measures that can counteract the negative 
factors. We must not only expound, on the theoretical plane, their nature, 
their role at the present stage, the reasons for their relatively long-term 
existence, their prospects, and the transitional process, but we must also lay 
down concrete limits to the validity of these policies. By and large, in 
terms of theory we must clearly expound the relations between these two 
aspects and appropriately define the limits of the validity of these policies 
in their course of implementation. Both qualitative and quantitative limits 
must be fixed on them. This is an arduous process of exploration. We must 
emancipate our minds and boldly blaze new trails, and, at the same time, we 
must act cautiously. 
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NATIONAL AFFAIRS, POLICY ECONOMIC 


LIAOWANG ON PRC ECONOMIC STRUCTURAL REFORM 

HK221033 Hong Kong LIAOWANG OVERSEAS EDITION in Chinese No 20, 18 May 87 p 1 
["Letter from Beijing" by Bao Xin (7637 0207): “Reforms Are Deepening"] 
[Text] Elder brother, 


Since the beginning of this year, the mainland's economic structural reform 
centering on invigorating enterprises has been deepening and unexpected, 
considerable progress has been made in some aspects. On this, people abroad 
have a lot of speculations and misunderstanding. Recently I got some new 
information from the departments concerned and here I would like to share it 
with you. 


To invigorate enterprises, it is necessary to speed up reform of the 
leadership mechanism of the internal departments of enterprises. One 
important reform measure is widely introducing and perfecting a director 
responsibility system under which the director serves as the legal person of 
his enterprise. Because the Fifth Session of the Sixth NPC held in this 
spring did not discuss and approve the enterprise law and enterprise 
bankruptcy law which were being drafted, speculation was vife abroad, such as 
that the “reformers" had met with opposition from the “conservatives” or the 
director responsibility system had been shelved. These are sheer nonsense. 
Laws enacted by the NPC did not allow frequent changes; also, the above two 
laws deal with very important and complex issues. Therefore, it is necessary 
to fully solicit opinions from all sides concerned, to nake mature 
deliberations, and to act cautiously. The fact that some laws have not been 
adopted very quickly shows that importance has been attached to developing 
democracy and to the serious nature of legislation. This does not mean, in 
the slightest degree, that tae PRC is opposed to the director responsibility 
system or the reform of the leadership mechanism of the internal departments 
of enterprises, In reality, since the beginning of this year, the director 
responsibility system has been implemented in some 30,000 enterprises and it 
is now being carried out more extensively. Now that fresh experiences have 
been gained in practice, the problems, such as the relationship between the 
director and the enterprise party committee and the staff and workers 
congress, can be solved step by step. In addition, the numerous forms of the 
contract management responsibility system and the leasing responsibility 
system designed to pump new vitality into enterprises have been gradually 
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implemented in large, medium-size, and small enterprises. In Dalian City, the 
introduction of the contract system in 60 enterprises has produced remarkable, 
good results. 


Developing lateral economic association is an important aspect of this year's 
economic structural reform. More than 30,000 economic associations have been 
set up between different enterprises and between enterprises and scientific 
research units in accordance with the objective needs of economic development 
and 24 transregional lateral economic associations have also been established. 
The high-quality brandname products of some 380 enterprises in Shanghai, the 
largest economic city on the mainland, have been sold throughout the country 
through the clusters of lateral economic associations, thus sharply boosting 
their output, raising the industrial levels of the provinces and cities which 
are partners of the associations, and enabling Shanghai to have access to a 
number of bases for raw and semifinished materials. After the practice of 
planned allocation of a considerable number of industrial raw and semifinished 
materials was abandoned, Shanghai suffered shortages of raw and semifinished 
materials. Through lateral association, hinterland provinces are now 
providing Shanghai with more and more raw and semifinished materials. 


Lateral associations with big cities as the center have moved into such areas 
as circulation, transport, agriculture, and tourism. Shanghai's trading 
centers and warehouses of all types have extensively established new commodity 
circulation channels with other provinces and cities. Shanghai has also 
established a united transport network covering river, sea, and land passenger 
and freight transportation with the cities along the Chang Jiang and the 
coast. The directors of the agricultural departments and bureaus of the five 
provinces and cities which formed the Shanghai Economic Zone have established 
a joint conference system, thus promoting the exchange of the achievements of 
agricultural scientific and technological research. 


Through lateral association, the scientific and technical forces as well as 
advanced technology of the big cities, such as Shanghai, Beijing, and Tianjin, 
have recently begun to fan out. Shanghai's scientists and technicians can be 
found in 29 provinces, cities, and autonomous regions, taking part in the 
3,000-odd joint projects in various forms set up there by the two parties 
through various channels. Many of the achievements of its scientific and 

' technological research have yielded positive results in the mainland's 
interior, enabling many enterprises to save themselves from the verge of 
bankruptcy or to turn deficits into surpluses. 


Since the beginning of this year, unexpected, rapid progress has been made in 
the reform of the financial structure. To date, 22 cities have played the 
role of key cities acting as financial centers and established money markets 
on various scales. The Industrial and Commercial Banks in eight provinces and 
cities including Beijing, Tianjin, Shanghai, Jiangsu, Zhejiang, and Anhui have 
formed a fund circulation network. Wuhan City has established a five-layer 
fund circulation network, including the fund circulation network of the big 
and medium-sized cities in the Hanjiang Plain, the network composed of the 
Bank of China, the Industrial and Commercial Bank, the Construction Bank, the 
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Agricultural Bank, and the network of credit cooperatives in cities and towns 
which serves private household businesses. 


The markets for means of production established in the course uf reform are 
also expanding. In the past the mainland's means of production were allocated 
according to state plans and their prices were too rigidly controlled. This 
practice is detrimental to the accelerated expansion of production and the 
re-allocation of surpluses and deficiencies. Now timber and cement markets 
have been opened and the results are pretty good. With the opening of coal 
markets, the situation in which coal supply has been strained for many years 
has been brought to an end and coal prices have also dropped considerably. 

The markets for steel products have also been opened. The state sells some of 
the state-controlled steel products in selective markets and guides 
enterprises in selling both the steel products which they are entitled to sell 
through their own channels and those products which were stockpiled in excess 
of stocking quotas on the market. With the exception of some most-sought- 
after steel products, the prices of common steel products on the market are 
stable and some are even declining. 


Of course, every step further in the economic structural reform will be 
accompanied by some new difficulties and new problems. People are hacking 
their way through difficulties to seek effective solutions. 


Bao Xin 
ll May 1987 
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NATIONAL AFFAIRS, POLICY ECONOMIC 


GUANGMING RIBAO ON BANKRUPTCY CONSOLIDATION 
HK211531 Beijing GUANGMING RIBAO in Chinese 2 May 87 p 3 


[Arcicle by Lin Hanchuan (2651 3352 1557) and Chen Yonghe (7115 3057 0735): 
“Thoughts on the Recovery of an Enterprise Through Bankruptcy Consolidation-- 
Investigating China's First State-Run Enterprise to Undergo Bankruptcy 
Consolidation" ] 


[Text] Editor's note: After waging a desperate struggle for 18 months, 
China's first medium-sized state enterprise undergoing bankruptcy 
consolidation--the Wuhan No 3 Radio Plant, has averted bankruptcy and 
recovered. This event has opened up in theory and practice a way to advance 
enterprise reform and answered a question worth careful consideration, namely, 
how can a state-owned enterprise on the brink of bankruptcy avert bankruptcy 
and how does it recover? [end editor's note] 


After waging a desperate struggle for 18 months, the Wuhan No 3 Radio Plant 
(called No 3 Plant hereafter for short) has recoverd from the brink of 
bankruptcy and has reversed the hopeless situaton of incurring debts totaling 
4.7 million yuan and operating at a loss for many years. In 1986, for the 
first time, it made a profit of 270,000 yuan and was able to cast off ahead of 
schedule the “yellow label" put up by the Wuhan City government in June 1985 
as a bankruptcy warning. 


Through investigation we discovered that the recovery of the No 3 Plant has a 
significance far beyond the survival of an enterprise and that other state- 
owned enterprises on the brink of bankruptcy can gain a great deal of 
enlightment from this. 


Genuinely Establishing the Status of an Enterprise as a Commodity Producer 


An important basis for the implementation of the bankruptcy law is to 
establish the status of an enterprise as a commodity producer with full 
authority for its own management and full responsibility for its own profits 
and losses. Only when a state enterprise has this status can it deal with and 
manage its property and implement the bankruptcy law. In the past, an 
important cause for the failure of the No 3 Plant in its operations and for 
its lack of vitality was excessive interference on the part of the relevant 
department at a higher level. For example, as far back as in 1981 the No 3 
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Plant had been aware of the unmarketability o radio sets but, in its effort 
to seek higher output value, the relevant department forcibly assigned the 
plant an additional task of producing 160,000 radio sets. As a result, these 
radio sets were all stockpiled. Moreover, the relevant department also 
directly meddled in the management of the plant's labor organization. In the 
past, when the plant's production situation was excellent, the department 
forcibly merged it with an enterprise employing over 200 people and yielding 
poor economic results so that the latter could “gain extra advantage"; in 1984 
it again decided to transfer over 200 people from the No 3 Plant to set up a 
wireless die plant; at the same time, it also decided to merge the No 3 Plant 
with a wireless antenna plant and to break it up again less than 1 month 
later. The resultant work stoppages incurred direct losses amounting to 
826,000 yuan. It can thus be seen that, if the question of state enterpris 
becoming relatively independent commodity producers is not genuinely solved, 
the enterprises can hardly be free from excessive interference or control. 


People will naturally raise this question: Since arbitrary and impracticable 
directions and administrative interference by the higher authorities 
constitute an important cause for the near bankruptcy of the No 3 Plant, how 
can the bitter wine brewed by the “mother-in-law” be drunk by the "daughter-in- 
law" alone? Obviously, we should fix the responsibility of the responsible 
person of the relevant department bringing about bankruptcy. The implementa- 
tion of the bankruptcy law will be a powerful driving force in the reform of 
China's administration and management system. Otherwise, irresponsible 
administrative interference will still occur. 


Eliminate the Defects of the Unitary Plant Director Appointment System 


The near bankruptcy of the No 3 Plant was also closely related to the defects 
of the enterprise cadre management system over the years. 


From 1982 to 1985, the leading body of the plant was replaced on nine 
occasions, involving over 30 cadres at the plant level. The person holding 
primary responsibility was replaced 7 or 8 times. Frequent changes made it 
impossible for the leading body to develop into a powerful business decision 
center because each new leading body pitched into the work in a hurry and was 
ideologically prepared for only a short term of office. During our 
investigation, whenever we asked who should bear the primary responsibility 
for the near bankruptcy of the No 3 Plant, people always said: “Everybody hcs 
responsibility but nobody has responsibility." The plant director and 
secretary at that time had only been in office for 3 months. As a result, 
nobody was held responsible. 


The lessons of the No 3 Plant tell people that eliminating the defects of the 
enterprise cadre management system is an important supporting measure for the 
trial implementation of the bankruptcy law. It is a basic condition for 
preventing some chronically poorly-managed state-owned enterprises from going 
bankrupt. 
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For a long time, our country's system of selecting and promoting enterprise 
leading cadres has been the unitary appointment system. Its principal defects 
are: It weakens and even deprives the workers and staff members of their 
rights to elect and supervise plant directors and thus turns plant directors 
into an “executive type" of cadre responsible only to the higher authorities; 
the unitary appointment system can hardly prevent such phenomena as 
“generalizing the experience gained in specific units," putting mediocre or 
incompetent persons in important positions, refusing to employ highly 
competent people, and even stifling competent people; and it encourages 
bureaucratism, making it very difficult to form a leading body with the best 
composition. 


Under China's socialist system, laborers should have the right to manage and 
operate the enterprises in which they work. As they are at once laborers and 
masters of enterprises, they should have the right to elect, supervise, and 
dismiss enterprise leaders. The employment system through a selection 
process, the hiring system, or the appointment system through examination, 
however, is a concrete manifestation of the separation of ownership from the 
power of operation in the election and promotion of plant directors. On the 
one hand, it reflects that the enterprises have the right to select their own 
representatives, namely, plant directors, after they become relatively 
independent commodity producers; on the other hand, it reflects state 
ownership of the enterprises by stipulating that the hired or selected plant 
directors must still be approved and appointed by the relevant department at a 
higher level. Thus, after the reform of the plant director selection system, 
plus the implementation of the plant director responsibility system, the newly 
employed directors will surely be able to link their own interests with the 
interests of the state, the enterprises, and the workers and staff members and 
to assume responsibility for profits and losses. Under such circumstances, 
the bankruptcy law can genuinely play a promoting role in the course of its 
trial implementation and it is possible to seriously fix the responsibility of 
those incurring losses in enterprises and to prevent the situation whereby the 
directors retain their posts while the enterprises go bankrupt. The usual 
phenomenon of nobody being held responsible, as happened in the No 3 Plant, 
will be more unlikely to occur. 


Institute an Enterprise Internal Operation and Management Mechanism Under 
Which All Workers and Staff Members Assume the Risks 


The principal aim of implementing the enterprise bankruptcy law is to 
institute a compulsive mechanism which can act on all enterprises in order to 
define the responsibility, authority, and benefit of workers and staff 
members, to turn rule by man into rule by law, and to stimulate competition, 
which enables the best enterprises to survive and to call forth their vigor. 
But a big defect of China‘s old economic operational mechanism is the state 
assumption of enterprises’ business risks. For example, the No 3 Plant 
incurred operational losses amounting to over 4 million yuan in 4 consecutive 
years. Despite state financial subsidies totaling 1,365,000 yuan, it was 
still unable to pay its outstanding debts. Given this situation, not only did 
the workers and staff members have an easy conscience, but the plant leaders 
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did not have to assume any responsibility. This situation whereby ‘he state 
suffers losses while the operators are not held responsible is obviously 
irrational. If this is not thoroughly changed, the malignant cycle of the 
practice of “eating from the same big pot" that prevails in the relations of 
the workers and staff members to their enterprises and in those of the 
enterprises to the state cannot be reversed. Therefore, the objective 
requirement of further advancing the reform of the economic structure is to 
institute and improve by legal means an internal operation and management 
mechanism under which both the workers and plant directors should assume 
business risks. It will serve as compulsion to the enterprises economically. 
This compulsive mechanism will force a large number of enterprises operating 
at a loss for a long time to “release” a driving force from within, strengthen 
their self-discipline, and thus achieve the aim of reducing the number of 
enterprises operating at a loss, cutting the amount of losses, and minir ‘zing 
the number of bankrupt enterprises. 


Implement the Labor Employment and the Relief and Insurance Systems in a 
Coordinated Manner 


Given the present situation in which the responsibility for enterprise 
bankruptcy is still not clearly defined, the workers and staff members will 
suffer losses more directly if the enterprises should go bankrupt. For 
example, when it was announced that the No 3 Plant was to undergo bankruptcy 
consolidation, the workers and staff members were in an anxious state of mind 
and the sounds of crying, cursing, and sighing were all related to 
"bankruptcy." However, the relevant leaders causing the bankruptcy were not 
held responsible for it. With the “temple” changed a long time ago, the whole 
affair ended up with nothing definite. During the consolidation, a number of 
people "related" to certain authorities were transferred one after another. 
Most of them had been assigned to the No 3 Plant with only one telephone call 
or a short note when the plant's circumstances were favorable. The workers 
and staff who were not "related" to certain authorities could only stay on to 
assume the responsibility. This abnormal situation is a major obstruction to 
the smooth implementation of the bankruptcy law. If this issue is not 
satisfactorily solved, it will likely become an unstable factor to society. 


To solve this issue satisfactorily, it is necessary to institute two systems 
in coordination with the enterprise bankruptcy law. The first is the relief 
and insurance system after the bankruptcy of enterprises. This system enables 
those workers and staff members waiting for job assignments following the 
bankruptcy to receive a certain amount of relief funds and to have some basic 
guarantee for their livelihood. The second is the labor flow and employment 
system. Under this system, all staff, from ordinary worke:s to the plant 
director and secretary, will become people awaiting employment, who will then 
have “equal” opportunities at new job assignments. 
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The Guiding Thought of the Bankruptcy Law with Chinese Characteristics and 
Bankruptcy Consolidation 


The guiding thought of the bankruptcy law with Chinese characteristics is not 
only to handle the relationship between creditor's rights and liabilities but 
also to save the enterprises which hover on the brink of bankruptcy. Its 
principal aim is to exert pressure on these enterprises and to urge them to 
speedily improve operation and management and to turn deficits into surpluses, 
thus reducing the number of bankruptcy cases. Naturally, with regard to the 
enterprises which do not improve despite various efforts, we can only declare 
them bankrupt. Therefore, the formulation of the bankruptcy law is aimed at 
consolidating and saving enterprises and preventing them from going bankrupt. 
It is a method of using legal means to manage the economy and is an effective 
measure for safeguarding the normal order of the socialist commodity economy. 


Bankruptcy warning, or bankruptcy consolidation, refers to a legal time limit 
for consolidation, usually 1-2 years, accorded to an enterprise before 
declaring it bankrupt. The consolidation is aimed at making a great impact on 
these enterprises and urging them to immediately rouse themselves, to 
ascertain the situation, to sum up experience, and to turn pressure into a 
driving force so that they can recover. For example, after the bankruptcy 
warning was issued, the leaders and workers of the No 3 Plant developed a 
sense of crisis, urgency, and responsibility befitting the masters of an 
enterprise. Thereupon, they summed up both experiences and lessons with an 
unprecedently conscientious attitude and then put forward a series of 
principles, objectives, and measures aimed at coping with the emergency and 
effecting a permanent cure. After fighting with their back to the wall, they 
eventually got a new lease of life. Therefore, the implementation of the 
bankruptcy consolidation fully demonstrates the superiority of the socialist 
system and the characteristics of the socialist enterprise bankruptcy law. 
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NATIONAL AFFAIRS, POLICY ECONOMIC 


GUANGMING RIBAO ON SEPARATION OF ‘TWO KINDS OF POWER’ 
HK220958 Beijing GUANGMING RIBAO in Chinese 9 May 87 p 3 


[Article by Sun Meisheng (1327 2734 3932): "The Separation of Two Kinds of 
Power as Viewed From the Demands of the Law of Value™] 


[Text] The significance of studying the relative separation of the ownership 
of state enterprises from the power of operation from the objective demands of 
the law of commodity value is that the enterprises vigorously and voluntarily 
participate in determining value and, on this basis, strive to create and 
realize the value. The so-called independent power of operation essentially 
means the power to participate in determining value. The ownership which the 
state exercises on behalf of the whole people chiefly reflects in the right to 
enjoy value, namely, the right to participate in the distribution of value. 

We can say, therefore, that the relative separation of two kinds of power is a 
reform integrating ownership structural adjustment with the conscious 
application of the law of value. 








We know that a fundamental requirement of the law of commodity value is that 
the necessary amount of social labor determines the magnitude of commodity 
value. Then, can commodity value be determined by administrative 
institutions? No the magnitude of commodity value is the average figure of a 
social variate, which can only be determined by social forces. No 
administrative institutions can replace them. To go a step further, can the 
magnitude of commodity value be directly calculated by the socioeconomic 
adjustment center? No. The socioeconomic adjustment center can only 
approximately calaculate the magnitude of value with the aid of price, which 
is an external form of value. The magnitude of commodity value itself is the 
magnitude of "economic quality," [jing jie zhi 4842 3444 6347] whose special 
feature is that it cannot be directly and accurately calculated. Moreover, 
the magnitude of commodity value is constantly changing variate. Even if it 
can be approximately calculated for a while, it does not have any practical 
significance because it changes again at any time. Such being the case, what 
is the main body determining the value of commodity? It can only be the 
thousands upon thousands of commodity producers, or enterprises, which have 
independent economic benefit, full authority for their own management, and 
all-round relationships of mutual reliance. 
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If we study enterprises from this angle, we can see more clearly the question 
of vitality. As far as the category of value is concerned, the so-called 
vitality of enterprises refers to the enthusiasm, initiative, and actual 
strength to participate in determining commodity value. By proceeding along 
this line we can easily find the source of enterprise vitality. Under the 
conditions of planned commodity economy, the vitality of an enterprise comes 
from two quarters: One is the will to realize its own interest through 
production and business operations. It is a driving force with which the 
enterprise develops on its own. It can also become a practical economic force 
for participating in the determination of value. Another is the pressure 
coming from market competition among enterprises on the basis of equality. 
This pressure can change at any time into the internal stress of enterprises. 
Both of them can also be attributed to one source, namely, the special social 
character of labor being both partially independent and interdependent in an 
all-round way under the conditions of the commodity economy. Under the 
outdated structure, the enterprises do not have vitality because it has been 
overlooked. The manifestation of this lack of vitality finds expression in 
the fact that the decisionmaking power of enterprises in production and 
management has been weakened and even removed and that the administrative 
power from top to bottom has severed the lateral economic links among 
enterprises. As a result, the dynamic mechanism for determining and realizing 
commodity value has been stifled. An analysis of enterprise reform shows that 
if, in the decentralization of power and concessions of profit-sharing, we at 
first used the adjustment of value distribution, which is an external 
relationship, to invigorate enterprises, the proper separation of ownership 
from the power of operation touches the source of enterprise vitality, which 
is a more important economic relationship at a higher level. In essence, it 
lets the enterprises independently participate in the determination of value 
and to vigorously create and realize value. 


Then, how does the state realize its ownership of state enterprises? The key 
lies in the relative separation of the two kinds of power. 


First, the real basis of state ownership lies in numerous state enterprises 
vigorously creating use value and thus creating and realizing value. State 
ownership first finds expression in the right to enjoy value. This can be 
divided into two parts: 1) It collects interest from enterprises according to 
the principle of using capital and assets with compensation; 2) as the 
representative of the common interest of state enterprises, the state ensures 
their socialist orientation on the macrolevel and safeguards and develops the 
common economic interests of enterprises. This is also a service within the 
category of the division of social labor and, for this reason, the state has 
the right to share the profits. 


Second, the level and form of the separation of two kinds of power depend on 
the perfection of the state functions and the importance of enterprises. 
There are generally three types: The state of basically not separated, 
relative separation, and complete separation. The large, modern key 
enterprises, which concern the fundamental interests of the whole people and 
which have a bearing on the overall situation of the national economy, are 
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directly run by the expert group dispatched by the state. In this case, the 
two kinds of power are basically not separated. In large and medium-sized 
enterprises, the two kinds of power are relatively separated. In small 


enterprises, the two kinds of power should be completely separated within a 
set time limit. 


Third, the state exercises its function as a socioeconomic adjustment and 
control center and exerts unified macroeconomic controls over enterprises 
under various systems of ownership. The category of value corresponding to 
this is taxation. However, the state assumes ownership over state enterprises 
and, therefore, the category of value corresponding to this is interest and 
profit. The two functions should not be mixed up, neither should taxation and 
profit be lumped together. 
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PROVINCIAL ECONOMIC 


CHONGQING INVIGORATES LOCAL ENTERPRISES, MARKETS 
0W081319 Beijing XINHUA in English 1225 GMT 8 May 87 


[Text] Beijing, May 8 (XINHUA)--Chongqing, a major industrial city in Sichuan 
Province, has further invigorated local enterprises by upgrading different 
kinds of merkets, the PEOPLE'S DAILY reported today. | 


With the deepening of economic reforms, mandatory production output quotas have 
been cut sharply and the city's enterprises have been given greater autonomy 

in managing production, employment and contacts with international businesses. 
The government no longer provides the funds and raw materials needed in produc- 
tion, leaving it to the factories themselves to resolve these problems. 


At the meantime, the city government has concentrated its efforts on improving 
the financial, production materials and technical information markets to help 
factories find what they need. 


Last year, the city's monetary markets transacted two billion yuan, most of 
which was invested in production. Factories also received raw materials from 
the material supply centers, it said. 


The government intends to practise micro-control of the city's productive 
operations and take its hands off daily routines. Some government organizations 
have already been streamlined in this way and work efficiency improved, the paper 
reported. 
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PROVINCIAL ECONOMIC 


FUJIAN INCREASES INVESTMENT IN POWER INDUSTRY 
0W240822 Beijing XINHUA in English 0624 GMT 24 May 87 


[Text] Fuzhou, May 24 (XINHUA)--Fujian Province in east China plans to 
appropriate 1.02 billion yuan (275 million U.S. dollars) this year to expand 
power generation and transmission capacity, said a local official here today. 


An official from the provincial power administration bureau said the money, 
which accounts for one-fourth of the province's total investment in fixed 
assets this year, will be used to add extra generation units to existing 
power plants and build additional transmission facilities. 


Since 1984, Fujian has suffered from a serious power shortage even though the 
province invested heavily in the industry which increased power output by 
100 million kilowatt hours a year. 


The official in charge of the planning office attributed the continuing power 
shortages to sharp increases in daily consumption by residents and to the power 
demands of Sino and foreign enterprises in this coastal province which 

pioneered the implementation of China's policies of opening to the outside world. 


Rural industrial businesses, he said have increased from 4,000 to 204,000 since 
1980 creating a huge demand for electricity. 


With improved living standards, both urban and rural families are buying more 
electrical appliances. 


"All this has increased power consumption by 15 percent every year," the 
official said. 


From last October to early March this year, the daily demand for electricity was 
about five million kilowatt hours greater than supply, he said. 


This year, he said Fujian is expected to increase power generating capacity by 
187,000 kilowatts. 


He predicted the province will solve the power problem by 1989, and may even 
supply electricity to the east China power grid during the Eight Five-Year 
Plan period (1991-95). 
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FINANCE, BANKING ECONOMIC 


OFFICIAL MARKS PROGRESS IN FINANCIAL REFORM 
0W211335 Beijing XINHUA in English 1247 GMT 21 May 87 


[Text] Beijing, 21 May (XINHUA)--China has made marked progress in its finan- 
cial reform in recent years with the banking system playing an active role, a 
banking official from Beijing observed. 


The reform is characterized by promotion of inter-regional borrowing and lending 
of money among various banks, a practice which was not allowed before. Last 
year, the method was legalized in a provisional regulation on the country's 
banks, he said. 


Following the setting up of the money markets in Wuhan, Changzhou, Chongqing, 
Shenyang and Guangzhou, which pioneered the practice, similar markets sprang 
up in other large and medium-sized cities. 


"So far," the official commented, "the money flow among the banks has exceeded 
30 billion yuan, indicating the great energy the banking industry can release." 
The financial departments have also made big strides in issuing bonds. In 
Shanghai alone, the banks quickly sold bonds worth 90 million yuan last year 

to raise money for an ethylene porject. Other cities’ banks have also effec- 
tively collected money for projects showing better economic results. 


The reform also has been implemented among the banks themselves in terms of 
their functions. Previously, the people's Bank of China, the sole banking 
organ in the country, dealt with everything from issuing money to handling 
other financial transactions. But now, the bank, as a state organ, only sees 
to nationwide undertakings. 


The other banks, including the commercial bank, the agricultural bank, the 
construction bank and the communications bank are all prepared to handle their 
own business. Some non-banking financial organizations including trust and 
investment companies have also mushroomed. 


Also. the banks have raised their interest ratés on several occasions to draw 
more individual deposits, which now constitute the major capital income for 
the banks. , 
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"More importantly," the official said, “more funds are granted to construction 
projects through credit and loans from the banks rather than directly from the 
government as before." 


According to the official, 23 percent of the construction funds came from the 
banks in 1978, but last year the percentage increased to 68.4. "This means 
that the banks have already become an important channel for collecting and 
distributing money," he said. 


The insurance business has also become brisk in recent years. Now the people's 
insurance company of China offers 100 types of policies, with deposits handled 
increasing by 45 percent compared with 3 years ago, the company compensated 

2.5 million cases last year, playing a better role in protecting the smooth 
growth of the economy. 


In addition, China has also been active in overseas financial activities. 
Already a member of the International Monetary Fund and the World Bank, China 
has also joined two African and one Asian banking organizations. 


"China has already begun to issue bonds in the international money market," the 
official said, adding that the Bank of China now has 300 foreign branches, con- 
nected with 1,000 banks in 153 countries and regions. 


However, the official also pointed out that the reform is still just beginning, 
as many of the deep-rooted defects and shortcomings of the country's financial 
system still remain. Therefore, much remains to be done. 
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FINANCE, BANKING ECONOMIC 


PEOPLE'S CONSTRUCTION BANK TO HANDLE INVESTMENT NATIONWIDE 


HKO10917 Beijing CHINA DAILY (BUSINESS WEEKLY supplement) in English 1 Jun 87 
pl 


[By staff reporter Sun Yougeng] 


[Text] Faced with increasing competition in the trust and investment business, 
the People's Construction Bank of China will soon establish a company to handle 
trust and investment nationwide. 


After 3 months of intensive preparation, the Trust and Investment Corporation 
of the People's Construction Bank is expected to go into operation soon. 


"We're expecting the business licence in a few day's time. Business will start 
then," said Cui Shuling, the corporation's general manager. 


Cui said her corporation, fully financed by the bank, will be an independent 
legal entity, responsible for its own profits and losses. The corporation will 
conduct its operations independently of the bank although it will take advantage 
of the bank's experience in fixed-asset financing, she said. 


The general manager said the corporation will engate in loans, interbank borrow- 
ing and deposits. Its business will range from trust, investment, leasing, and 
real estate to consultancy. 


"We envision good business ahead," said Cui, adding that during its preparation, 
many enterprises across the country have approached the corporation to discuss 
potential business deals. 


However, due to our lack of experience, she said, the firm in its early days 
will concentrate on interbank borrowing and short-term financing to businesses 
that can generate profits in a relatively short time and can earn foreign cur- 
rency. Such businesses will be in the fields of electronics and textiles, 
which, according to a corporation official, are among the domestic industries 
that have shows good economic results. 


On the basis of the initial operations the corporation will gradually expand its 
business and move into fixed asset financing. 
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"We also plan to do foreign exchange business and establish relations with for- 
eign counterparts," Cui said. "As the country continues to open to the outside 
world, prospects for cooperation in this respect look very promising for us." 


Most foreign businessmen want to make fixed-asset investments in China and this 
is where the corporation's advantages lie, the manager said. 


However, she admits that competition in the trust and investment business has 
become increasingly fierce, noting that in Beijing alone, there are 8 such cor- 
porations at the national level and 10 at the municipal level already in opera- 
tion. 


"We're kind of a late-comer in the industry, but we will catch up," she said. 
The registered capital of her company is 500 million yuan, the general manager 
said. 


Before the formation of the corporation, the People's Construction Bank invested 
10 million yuan in the China Leasing Company and 10 million in the China Hua 
Neng International Corporation. The investment will be transferred to the 
corporation once it is officially established. The latter will be represented 
on the board of directors of the two corporations and will be involved in their 
management decisionmaking. 


/12232 
CSO: 4020/200 


30 








FINANCE, BANKING ECONOMIC 


HUNAN CIRCULAR ON STABILIZING CURRENT MARKET PRICES 
HKO50649 Changsha Hunan Provincial Service in Mandarin 1000 GMT 3 May 87 


[Text] On 29 April, the Provincial People's Government issued a circular on 
stabilizing current market prices. It demanded that people's governments at 
all levels, especially urban people's governments and all competent business 
departments pay close attention to market movements and work in this regard, 
and conscientiously maintain market prices at a stable level. 


The circular noted: This year's pricing policy is aimed at keeping up reforn, 
making steady progress, and maintaining basic price stabilization. The state 
will adopt effective measures to ensure that the range of this year's rise in 
retail prices will be lower than last years’. All areas must organize 
commercial, supply and marketing, and grain departments to actively arrange 
sources of goods in the light of the conditions of supply and demand on the 
market and in accordance with the possible emergence of problems for the 
purpose of ensuring an ample supply of goods for the market. 


All cities under the jurisdiction of the provincial government, especially 
Changsha City, must focus on using subsidies for vegetables to tide over the 
critical off season, try in every possible way to increase (?vegetable 
production output) and the supply of vegetables for the market, actively 
organize the import of vegetables from other areas, increase the state sector 
proportion of the vegetable industry, strive to achieve as quickly as possible 
some reduction in the selling prices of vegetables and some improvement in the 
supply of vegetables. The producing and selling [chan xiao] prices of 
chemical fertilizers, agricultural chemicals, and other products that are 
indispensable to agricultural production must be stabilized at the current 
levels and must no longer be allowed to rise. After this, price control 
authorities must check up on the consolidate these prices in accordance with 
the relevant stipulations formulated by the provincial government and the 
provincial bureau of commodity prices. 


In addition, the prices of industrial products that are fixed by the estate and 
the charges on noncommodity [fei shang ping] services must also be stsbilized 
at the current levels and must no longer be allowed to rise. After this, 
price control authorities must check up on the consolidate all these prices 
and charges. All the prices and charges that have been increased without 
authorization and all other disguised increases in prices and charges must be 
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lowered to the prescribed levels. Price control authorities must seriously 
investigate and handle unauthorized increases in prices and charges. 


The provincial government's circular also demanded that relevant departments 
strengthen the management of agricultural trade markets in urban areas; 
resolutely check the practices of giving short measure, passing substandard 
goods off as standard ones, and driving up commodity prices; and check the 
unhealthy practice of lawless persons of seizing opportunities to go in for 
reselling at a profit or stealing and selling the means of agricultural 
production. 
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FINANCE, BANKING ECONOMIC 


SHANGHAI FOREIGN-INVESTED BANKS EXPAND BUSINESS 
0W210635 Beijing XINHUA in English 0616 GMT 21 May 87 


[Text] Shanghai, 21 May (XINHUA)-—~Four foreign-invested banks in Shanghai are 
planning to employ more Chinese staff to meet the needs of their growing busi- 
ness in this financial center of east China. 


They are the Shanghai branches of the Hong Kong and Shanghai Banking Corporation, 
the Standard Chartered Bank, the Bank of East Asia and the Overseas-Chinese 
Banking Corporation, which have been operational in Shanghai over the past 

3 decades. 


Shanghai has not approved the establishment of any new foreign-invested banks, 
and in October 1985 the total employees of such banks numbered 200. 


These 4 banks decided to employ a total of 40 this year. When they started to 
recruit late last month, 600 people applied for the jobs. 


"Our present staff can hardly handle the increasing amount of business," said 
Christopher R. Page, president of the Shanghai branch of the Hong Kong and 
Shanghai Banking Corporation. 


The business of this bank has increased by almost 6 times in the past 2 years, 
he said. 


At present these four banks still focus their business on the city's export 
trade. 


"Their high-quality service is well appreciated by foreign trade companies on 
the mainland,” said Wang Deshun, an official of the Shanghai Foreign Exchange 
Control Bureau. 


Their business has grown recently, partly because the People's Bank of China 
and the State Administration of Exchange Control have allowed them to handle 
savings deposits and foreign exchange loans for foreign-invested enterprises 
in China, the official said. 
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FINANCE, BANKING ECONOMIC 


PROGRESS REPORTED IN REFORM OF FINANCIAL SYSTEM 
0W231109 Beijing XINHUA Domestic Service in Chinese 0203 GMT 21 May 87 
[By Reporter Chen Nai jin] 


[Text] Beijing, 21 May (XINHUA)--China has made remarkable progress in 
reforming its financial system. An increasing number of people in China, 
particularly government policy makers of various levels, have been paying 
attention to the special functions of a bank as a working center for social 
funds. 


People of the economic circle here believe that, after the reforms carried out 
in recent years, China's financial industry has really begun to function 
smoothly. 


Currently, large-scale inter-regional borrowing and loaning are possible. 
Early last year stipulations that allow banks it the same region to bv tow 
from one another were incorporated in the “Provisional Regulations of the 
People's Republic of China on Bank Administration.” Not long after that 
short-term borrowing markets began to take shape in Wuhan, Shenyang, 
Changzhou, Chongqing, and Guangzhou, and appeared in other big cities shortly 
thereafter. At present, the amount of borrowing within the industry has 
exceeded 30 billion yuan. This shows the financial industry's tremendous 
potential. 


Work in issuing and distributing treasury and enterprise bonds has developed 
rapidly. The first batch of bonds worth more than 90 million yuan that were 
issued by the Shanghai authorities last year for the construction of a 300,000 
ton ethylene project sold out quickly. Financial institutions in various 
localities have raised funds by issuing negotiable securities, enabling large 
amounts of idle funis to flow to enterprises and construction projects, with 
good economic resuits. 


A financial system headed by the Central Bank, with state banks as its 
backbone and incorporating various financial institutions that cooperate with 
one another, and which has Chinese characteristics, is taking shape. In the 
past we had only people's banks. They were authorized to issue currency and 
to run an ordinary bank's business. At present the People's Bank of China 
only carries out the functions of a central bank and is a state organ 
responsible for supervising the nation's financial industry. In addition to 











the People's Bank of China, now there are industrial and commercial banks; 
agriculture banks; construction banks, which are responsible for long-term 
investment and loaning business; and investment banks and international trust 
and investment companies, which are responsible for handling loans from the 
World Bank. In addition to this, the domestic operations of the Jiaotong Bank 
have resumed. Urban credit cooperatives that concentrate their business on 
serving the collective and individual business sectors in urban areas have 
emerged in various localities. Numerous financial institutions that do not 
belong to the banking industry, such as trust and investment companies have 
also developed rapidly. 





In the past years, bank savings interest rates have been raised four times. 

As a result, the percentage of personal savings in total bank deposits in 
urban and rural areas is much higher than before, and this has become a major 
source of funds for banks. Because of the rise in both interest rates and the 
overall deposit and lending interest rates, interest rates have begun to serve 
as a levering force in the production and circulation fields. What is 
particularly noteworthy is that the source of funds for production and 
construction projects in China has gradually shifted from direct state fund 
appropriation to credit loans and investment by banks. If the total amount of 
funds supplies by state financial departments and banks for production and 
construction use is regarded as 100 percent, in 1978 the percentage supplied 
by the former was 76.6 and the latter 23.4 percent. In 1986 the former 
dropped to 31.6 while the latter rose to 68.4. This indicates that the 
banking industry has become an important channel for raising and distributing 
funds. 


To keep pace with the development of the commodity economy and the people's 
higher standard of living, the insurance business has developed rapidly in 
China in the last two years. The People's Insurance Company of China engaged 
in over 100 kinds of domestic insurance business activities last year, earning 
45 percent more in premiums than it did in the previous year. In addition, it 
handled more than 2.5 million cases involving paying compensation to clients, 
thereby making great contributions to ensuring economic development and the 
needs of the people's lives. 


China has extensively engaged in financial activities with foreign countries 
and done away with the closed-type bank management system. Since China 
regained its legitimate positions in the IMF and the World Bank we have become 
a member of the Africa Development Bank, the Africa Development Fund, and an 
official member of the Asian Development Bank. China's financial institutions 
have begun to raise funds by issuing bonds in international financial markets. 
As the bank exclusively handling the state's foreign exchange, the Bank of 
China has established more than 300 branches abroad and business and agency 
relations with over 1,000 banks in 153 countries and regions. 


Some people of the economic circle pointed out that reform of the financial 
system is an important part of reform of the economic system and that a good 
financial system is indispensable to invigorating the domestic economy and 
regulating and controlling macroeconomic activities. China has made 
encouraging progress in reforming its financial system in recent years. These 


35 





results are remarkable, and yet they are only a beginning. The radical 
drawbacks of the original system have not been eliminated and the present 
system still cannot keep pace with the thorough reform of the economic system 
in many aspects. Therefore, it is imperative that reform of the financial 
system continue in a timely manner. 
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FINANCE, BANKING ECONOMIC 


JIANGSU TAKES LEAD IN INSURANCE BUSINESS 
OW241732 Beijing XINHUA in English 1432 GMT 24 Apr 87 


[Text] Beijing, 24 April (XINHUA)--West China's Jiangsu Province has advanced 
into the lead in China in offering insurance services. 


According to local insurance companies, they have offered more than 80 insur- 
ance policies, covering 68,800 enterprises, 6.9 million households and 9 million 
people. 


The premium collected has amounted to 370 million yuan. In the lst quarter of 
this year alone, the insurance companies collected a total premium of 84 million 
yuan, more than double the figure for the same period of last year. 


A local official said that insurance service has become a stabilizing factor to 
the local economy. Thanks to the timely settlement of claims, many insured 
enterprises and individuals who suffered losses from accidents or natural dis- 
asters were able to restore production in time. 


Last year, the official said, 160,000 households were ravaged by a tornado, 
hailstorms and floods and the insurance companies paid out 9 million yuan in 
compensation. 


The official said that the insurance companies last year settled 470,000 claims 
for compensation, paying 106 million yuan. 


Insurance companies also used 120 million yuan (32.4 million U.S. dollars) of 
its insurance reserves as loans to help ensure the progress of more than 
400 construction projects last year. 
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FINANCE, BANKING ECONOMIC 


CEI REPORTS STABLE PRICE OF MEANS OF PRODUCTION 
0WO10734 Beijing XINHUA in English 0555 GMT 1 Jun 87 
[XINHUA headline: "Price of Means of Production Keeps Stability"] 


[Text] Beijing (CEI)--China's market prices of the main means of production 
stayed stable in the lst quarter of this year, while prices for some goods and 
materials fell, according to a recent survey. 


With a balanced supply and demand, the market prices of most of the assortments 
of steel fell as compared with the prices at the end of last year, especially 
the steel used in capital construction. However, the prices of steel used in 
light industry and repair work keep growing. 


The prices of wire rod, steel plate, spiral vein steel and angle steel have 
decreased by 3.75, 9.54, 5.92, 2.21 percent, respectively compared with those 
last year. The prices for carbon steel plate, medium-thick sheet and cold- 
rolled sheet went up by 1.93, 1.07 and 2.91 percent. 


The monthly average price no No 1 aluminium last year was over 6,000 yuan per 
ton, but it has reached 6,301 yuan per ton this January and 6,134 yuan in 
march. 


The market price of cast pig iron in March went down to 501 yuan per ton, a 
3.47 percent decrease compared to that at the end of last year. 


The market price for cement kept on dropping; it went down to 140 yuan per ton 
in March, a 4.11 percent decrease compared to that of last year. 


The market price of soda ash is picking up this year. The price increased by 
2.48 and 5.59 percent, respectively, in February and March. 


Caustic soda still falls short of demand. Its price has climbed, reaching its 
maximum of 1,308 yuan per ton this March, a 22.47 percent increase over that at 
the end of last year. 


The price of soft coal this March was 95 yuan per ton, a 33.8 percent increase. 


The market price of northern larch logs reached its highest point of 416 yuan 
per cubic meter in March, a 7.49 percent increase over that of last year. 





The price of China fir is stable--422 yuan per cubic meter. 
Plywood is in short supply and its price is increasing. 


It is estimated that the market prices for these major means of production will 
still be stable in the 2iud quarter this year. 


The market price of steel used in capital construction will increase while that 
of steel used in light industry and repair work will remain unchanged. 


The prices of aluminium, cast pig iron, cement and soft coal will remain 
stable. 
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FINANCE, BANKING ECONOMIC 


NEW LAW TO FURTHER TIGHTEN CONTROLS ON DEBT 


HKO10752 Hong Kong SOUTH CHINA MORNING POST (BUSINESS POST) in English 1 Jun 87 
pl 


[By Olivia Sin] 


[Text] China's state enterprises and financial institutions will be required 
to make prompt reports on thier foreign-debt position under a new law drafted 
by the State Administration of Exchange Control (SAEC). 


The law, expected to be passed this year, is intended to provide up-to-date 
information on China's overall indebtedness and help the authorities manage 
the country's debt structure more effectively. 


SAEC's adviser, Wang Xin, said the law would require all units, including small 
enterprises in cities and counties, to report to SAEC regarding their foreign 
borrowings as well as foreign cooperation contracts. 


According to a recent article in the official INTERNATIONAL BUSINESS, foreign 
debts in China are defined as the sum of government loans, depsoits in foreign 
countries, loans raised by financial institutions and enterprises, direct for- 
eign investment and the funding for equipment provided through compensation 
trade deals. 


The definition is similar to that used by the World Bank, according to the 
governor of People's Bank of China, Ms Chen Muhua. 


Mr Want said the SAEC would make regular announcements of the country's foreign- 
debt situation when the reporting system was installed. 


The law was likely to stipulate that enterprises must complete special report- 
ing foras once they arranged loans or signed cooperation agreements with inves- 
tors. 


Many enterprises had voluntarily reported their loan situation to the SAEC in 
the past and the law would perfect the compilation of such statistics, he said. 


Mr Wang was invited to Hong Kong last week to address a seminar on China's 
foreign exchange and trade. The event was organised by China Intric Ltd. and 
Hong Kong Trade Development Council. 
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Vice Premier Tian Jiyun, who has special responsibility for finance and the 
economy, said in March that China's foreign debts totalled U.S.$20.6 billion. 


But that figure was regarded as low by some analysts who doubted whether China 
had dept a complete record of all borrowings by its various regions and state 
agencies. 


Some estimates put the country's total debts at between U.S.$25 billion and 
$30 billion. 


Mr Want told the seminar that he expected China's foreign-exchange reserves 
to improve this year in view of the encouraging trade picture. 


The reserves stood at about U.S.$10 billion last year when a trade deficit of 
$5.76 billion was reported by the Ministry of Foreign Trade. 


The ministry said the country's exports rose 38.6 percent to $7.6 billion in the 
first 4 months of this year, resulting in a surplus of $3.5 billion. 


Ms Chen told INTERNATIONAL BUSINESS that the country was not facing any debt 
crisis and that China would have no difficulty in paying its debts. 


She disclosed that annual payments of principal and lwan interest amounted to 
between 15 and 20 percent of China's total export earnings. 


The international Monetary Fund had earlier cautioned China on its debt struc- 
ture in which short-term loans figured prominently. 


Ms Chen admitted that China had borrowed too much short-term money at one time, 
but said improvements had been made since the IMF's warning. 


The People's Bank governor also said a general survey of the country's foreign 
debt had been conducted last year and a clearer picture obtained. 


"We are strengthening the macroeconomic control over our debts. We will pay 
more attention to the balanced spread of maturity terms, currency risks and 
interest rates to avoid overstretching ourselves to repay loans in any particu- 
lar year in the future," she said. 


Ms Chen also said the use of loans would be tightly controlled. 
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FINANCE, BANKING ECONOMIC 


BRIEFS 


BANK NEGOTIATING FOREIGN LOANS--Shanghai, 8 May (XINHUA)--The People's Construc- 
tion Bank of China, one of the country's four official banks, has been negotia- 
ting to borrow foreign capital for a Shanghai ethylene project, a bank official 
announced today. The project, expected to turn out 300,000 tons of e*hylene 
annually, will be China's major raw material supplier for the synthetic fabrics, 
plastic, rubber, and building materials industries. According to the official, 
“tentative agreements have already been reached between the bank and some for- 
eign financial institutions." "The bank will borrow 300 million U.S. dollars, 
which is the largest sum in foreign currency the bank is going to raise for a 
major domestic project, the official said. "Not long ago, we presented our 
proposal to over 20 foreign financial institutions and inquired about interest 
rates, and to date, we have received replies from 12, and will borrow from 
those offering the lowest rates," the official said. The official said, "the 
funds will mainly be used to import advanced technology and equipment for the 
project." [Text] [Beijing XINHUA in English 0553 GMT 8 May 87 OW] /12232 


FOREIGN BANKS ESTABLISHING BRANCHES--Beijing (CEI)--A total of 176 agencies and 
acting organizations of foreign banking organizations had been set up in China 

by the end of 1986. Of these, 101 are in Beijing, 24 in Shanghai, 20 in 
Guangzhou, 10 in Dalian, 10 in Shenzhen, 3 in Tianjin, 3 in Qingdao, 2 in Xiamen, 
1 in Wuhan, 1 in Nantong and 1 in Zhuhai. They are headquartered in 23 countries 
and regions. ["Companies: Foreign Banks Set Up More Branches in China"-- 

XINHUA headline] [Text] [Beijing XINHUA in English 0620 GMT 25 May 87 OW] /12232 


PEOPLE'S BANK RATE RAISE--Beijing, 30 May (XINHUA)--The People's Bank of China 
will raise interest rates on time deposits for units and enterprises according 
to a recent bank circular. The circular said, “the People's Bank of China will 
raise monthly interest rates for 1-, 2-, and 3-year time deposits held by units 
and enterprises from 3.6, 4.2, and 4.8 per thousand to 4.2, 4.8, 5.4 per thou- 
sand," "A new service, semi-annual time deposits, with a monthly interest rate 
of 3.6 per thousand, will also be available," the circular added. "Time deposits 
involving bank loans and any financial allocations and budgetary funds are for- 
bidden," the circular stipulated, "and those enterprises which do not renew 
their time deposits when they mature will not get the new interest rates, and 

no exceptions will be made." [Text] [Beijing XINHUA in English 0739 GMT 30 May 
87 OW] /12232 
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LABOR PRODUCTIVITY UP--Beijing (CEI)--Labor productivity in China's state-owned 
enterprises now averages 1,424 yuan as of this April, an increase of 7.1 percent 
over the same period last year. According ot the State Statistics Bureau, aver- 
age labor productivity of industrial enterprises from this January to April was 
5,356 yuan, up 6.3 percent over the same period last year. Now 25 of the coun- 
try’s 28 provinces and municipalities and 8 cities, which have worked out in- 
dependent economic plans, attribute 65 percent of their increased production 
value to higher labor productivity. Higher labor productivity in Shanghai and 
Wuhan, and Yunnan Province was responsible for the 90 percent increase in pro- 
duction value, while the figure for Beijing, Guangdong and Guangzhou was over 
80 percent. [Text] [Beijing XINHUA in English 0537 GMT 1 Jun 87 OW] /12232 


FEBRUARY, MARCH PRICE INDEX--Beijing (CEI1)--following is the price index of 
February and March: (taking the same period of last year as 100)--Consumer's 
cost of living, February 105.4, March 105.8; Retail price, February 105.1, 
March 105.5; Consumer goods retail price, Feburary 105.3, March 105.6; State- 
owned commerce retail price, February 104.8, March 105.4; Free-market consumer 
goods price, February 108.2, March 107.4. [Text] [Beijing XINHUA in English 
0543 GMT 1 Jun 87 OW] /12232 


APRIL RETAIL SALES--Beijing (CEI)--The value of China's retail sales in April 
this year amounted to 45.32 billion yuan, an increase of 17.1 percent over the 
same month of 1986, according to the State Statistics Bureau. Of the total 
retail sales, the value of consumer goods sold to residents was 33.93 billion 
yuan, up 16.1 percent; and that of consumer goods sold to institutions was 4.42 
billion yuan, up 18.8 percent, which was lower than the average growing rate 
of 26.4 percent in the first 3 months. The retail sales of farm production 
materials and equipment reached 6.97 billion yuan in April, a rise of 21 per- 
cent. [Text] [Beijing XINHUA in English 0602 GMT 1 Jun 87 OW] /12232 


ASSEMBLY, PROCESSING CONTRACTS--Beijing (CEI)--To date, 36,000 Chinese enter- 
prises in 20 privinces and cities have contracted 210,000 assembly and process- 
ing projects with foreign firms. Among these projects 43 percent involve tex- 
tiles and clothing, 19 percent machinery, and 38 yvercent toys, plastic pro- 
ducts, hardware, medicine, and food. Foreign exchange income and compensation 
trade from these projects achieved a 40 percent increase in the first 4 months 
this year over the same period in 1986. [Text] [Beijing XINHUA in English 
0604 GMT 1 Jun 87 OW] /12232 


JAN-MAR FOREIGN INVESTMENTS--Beijing (CEI)--Direct foreign investment and com 
mercial credit signed with China came to 600 million U.S. dollars in the first 

3 months this year, representing a 1.4 percent increase than the same period in 
1986, according to state statistics bureau. The proportion of direct foreign 
investment in the total contracted foreign investment increased to 35.5 percent 
from 31.9 percent, in the same comparable period of last year. In terms of the 
funds actually used, foreign investment in joint ventures was up by 64.6 percent, 
in cooperative enterprises by 200 percent and enterprises with sole foreign in- 
vestment by 280 percent. [Text] [Beijing XINHUA in English 0609 GMT 1 Jun 87 
OW] /12232 


CSO: 4020/200 


43 








MINERAL RESOURCES ECONOMIC 


INTERIM RULES FOR MINERAL CONTROL, MANAGEMENT 
0W280459 Beijing XINHUA Domestic Service in Chinese 0002 GMT 15 May 87 


[Text] Beijing, 15 May (XINHUA)--Interim Measures for the Control and 
Management of Mineral resources 


(Promulgated by the State Council on 29 April 1987) 


Article 1. These measures have been formulated in accordance with the 
relevant provisions of “The Mineral Resources Law of the People’s Republic of 
China” to strengthen the control and management in the development, 
utilization, and protection of mineral resources by the mining enterprises. 


Article 2. Except for regulations stipulated otherwise, these measures shall 
apply to mining enterprises (including mining units; the same applies below) 
operating within the territories and territorial waters of the People's 
Republic of China. 


Article 3. In the implementation of these measures, the departments in charge 
of the work of geology and mineral resources under the State Council shall be 
responsible for the following duties: 


1. Formulate relevant rules and regulations for control and management in the 
development, utilization, and protection of mineral resources; 


2. Supervise and inspect the implementation of rules and regulations 
governing mineral resources; 


3. Establish an evaluation indexing system and a reporting system on the 
rational development and utilization of mineral resources in coordination with 
the departments concerned; 


4. Examine and approve the disposal of overstocked minerals by the large 
mining enterprises in coordination with the competent departments concerned 
and; 


5. Organize and participate in the investigations and studies of the 
development, utilization, and protection of mineral resources, and to sum up 
and exchange experiences. 








Article 4. Departments in charge of geology and mineral resources under the 
people's governments of the various provinces, autonomous regions, and 
municipalities directly under the Central Government shall be responsible for 
the following duties in the implementation of these measures: 


l. Supervise, manage, and guide the development, utilization and protection 
of mineral resources by mining enterprises in the respective localities in 
accordance with these measures and relevant rules and regulations; 





2. Dispatch mineral resources overseers to the key mining enterprises and 
roving mineral resources overseers to areas with a large number of mining 
enterprises in accordance with needs. 


Specific measures for the dispatch of overseers shall be formulated by the 
departments in charge of geology and mineral resources under the State Council 
and other departments concerned. 


Article 5. The competent departments concerned of the State Council and the 
people's governments of various provinces, autonomous regions, and 
municipalities directly under the Central Government shall be responsible for 
the following duties in the implementation of these measures: 


l. Formulate rules and regulations for the development, utilization, and 
protection of mineral resources by the relevant departments, and report for 
the record to corresponding departments in charge of geology and mineral 
resources; 


2. Assist the competent departments in charge of geology and mineral 
resources to oversee and manage the development, utilization, and protection 
of mineral resources of the mining enterprises under the relevant departments, 
in accordance with these measures, and relevant rules and regulations; 


3. Take charge of affiliated mining enterprises’ management of inventory of 
minerals by strictly adhering to the rules and regulations governing the 
examination and approval of reductions in inventory and; 


4. Sum up and exchange experiences of the mining enterprises under the 
relevant departments in the rational development, utilization, and protection 
of mineral resources. 


Article 6. The geological prospecting organs of the mining enterprises are 
the overseeing and managing organs of these enterprises in the development, 
utilization, and protection of mineral resources, and they shall be 
responsible for the following duties in the implementation of these measures: 


l. Properly carry out production and prospecting work and provide reliable 
data for mining; 


2. Oversee losses, dilution, and comprehensive utilization of mineral 
resources with regard to the mining of such resources; 


3. Control the stocking of minerals by the mining enterprises and; 
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4. Present opinions for the handling of offense and offenders of rules and 
regulations governing the control of mineral resources, and report such 
opinions to the next higher level. 


Article 7. In developing and utilizing mineral resources, the mining 
enterprises must strengthen management, select rational mining and ore 
dressing methods, popularize advanced mining technology, and enhance 
utilization of mineral resources. 


Article 8. Throughout the course of capital construction and closing of 
mines, mining enterprises must strengthen protection of mineral resources. 


Article 9. Mining enterprises must establish, perfect, and strictly use the 
various institutions for the development, utilization, and protection of 
mineral resources, in accordance with the relevant state laws and regulations 
and rules and regulations of the competent departments. 


Article 10. The recovery or dilution rates, and the recovery rate in ore 
dressing shall be regarded as major indices in a mining enterprise's annual 
plan, as required by the design of a mine. 


Article 11. To provide reliable information for the design of a mine, a 
mining enterprise shall intensify production prospecting and prospecting for 
deposits; and systematically investigate and evaluate the industrial value of 
paragenetic or associated minerals. 


Article 12. The mining plan for a mining enterprise shall be carried out on 
the basis of reliable geological information. There shall be an overail plan 
for intermediate (or graduated) mining, and one for block mining [kuai duan 
kai cai 1040 3008 7030 6846]. 


Article 13. A mine's development, and its mining standards and engineering 

work, shall be based on the mining plan. A strict system for inspecting and 
accepting an engineering project shall be instituted to prevent any loss of 

resources. 


Article 14. A mining enterprise shall operate according to its plan, and 
there shall be no casual discarding of ore. To prevent unnecessary loss, 
mining supervision and inspection shall be intensified. 


Article 15. In the course of mining, a mining enterprise shall intensify its 
control of loss or dilution of ore, institute a periodical inspection systen, 
analyze the causes of abnormal losses or dilution, and draw up measures for 
increasing the recovery, and lowering the dilution, rate. 


Article 16. An ore (coal) dressing plant shall inspect the operation of 
dressing procedures at regular intervals, according to its design; and if the 
recovery rate or the quality of dressed ore (washed and dressed coal) is not 
up to the designed standard, it shall study the causes and present measures 
for improvement. 
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Article 17. While mining and dressing major mineral products, paragenetic and 
associated mineral products shall also be recovered, if it is technically 
feasible and economically practical; and effective measures shall be taken to 
preserve the mineral products which cannot be currently recovered. 


Article 18. Mining enterprises shall strengthen the management of unsalable 
ore, ore dust, secondary ore, tailings, rocks, and gangue; and actively study 
their use. Under the principle of land conservation, measures shall be taken 
to properly keep what cannot be currently used, and prevent loss or pollution 
of the environment. 


Article 19. A mining enterprise shall follow approved industrial indices for 
assessing mineral reserves, and shall not casually change them, in 
determining, assessing, and mining mineral resources. If any change is 
essential, it shall submit the relevant information to the responsible 
department for verification and, with its concurrence, request approval from 
the authorities handling examination and approval. 


Article 20. Request for expending mineral reserves shall be referred to the 
department responsible for mining enterprises, after they have been inspected 
and appraised by a mining enterprise's geological survey organ. 


Normal expenditure of mineral reserves shall be examined and approved by the 
mining enterprise's responsible department. 


Special expenditure or transfer of mineral reserves shall be examined and 
approved by the mining enterprise's responsible department, along with an 
equivalent department responsible for geological and mining affairs. 


Article 21. If there are still mineral reserves at an intermediate, or open, 
mine, its tunnels and other engineering projects shall not be destroyed 
without inspection by a geological survey organ, and before a request for its 
closure is granted. 


Article 22. A mining enterprise shall submit to its superior responsible 
department, and the department responsible for geological and mining affairs, 
reports and statistics showing the development and use of mineral resources. 


Article 23. If a mining enterprise meets any one of the following situations, 
the responsibilities of the relevant personnel shall be investigated, or it 
may be charged by the department responsible for geological and mining affairs 
to correct the situation within a time limit, along with a fine of up to 50 
percent of the losses of mineral ore; or, if the case is serious, have its 
operation suspended and its license revoked: 


1. It has incurred loss of resources because . -rroneous mining and 
excavating plans; 


2. Its recovery and dilution rates, and its recovery rate in ore dressing 
fail to reach the target in the long-term plan, thus ravaging the resources 
and causing loss; 
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3. It has violated articles 13, 14, 17, 19, and 21 of these rules, thus 
ravaging the resources and causing loss. 


Article 24. If the party concerned disagrees with the disciplinary sanctions, 
it may, within 15 days of being notified of the penalty, contest it sat the 
people's court. If it fails to contest the disciplinary sanction of paying 
the fine and does not abide by it during the 15-day period, the organ meeting 
out the sanction shall request the people's court to enforce it. 


Article 25. A mining enterprise's information and statistics about the 
development and use of mineral resources must be accurate. Any deception or 
fraud shall be investigated according to the relevant provisions prescribed in 
the Statistics Law of the People's Republic of China. Classified information 
shall be handled in accordance with the relevant state regulations. 


Article 26. Measures for supervising and controlling the development, use, or 
preservation of mineral resources by collective enterprises or independent 
miners in the rural areas shall be drawn up by people's governments of various 
provinces, autonomous regions, and municipalities directly under the Central 
Government in accordance with these rules. 


Article 27. Departments under the State Council in charge of geological and 
mining affairs shall be responsible for interpreting these rules. 


Article 28. These rules shall be effective on promulgation. 


/12913 
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MINERAL RESOURCES ECONOMIC 


BRIEFS 


NONMETALLIC MINERALS EXPORT BASES--Beijing (CEI)--China will build 12 non- 
metallic minerals export bases during the Seventh 5-Year Plan (1986-1990), 
said Li Baoyin, president of the China National Nonmetallic Minerals Industry 
Corporation. The 12 bases are one for fire-clay in southeast China, graphite 
in Shandong, and Heilongjiang Provinces and the Inner Mongolia Autonomous 
Region, wollastonite in Jilin Province, silimanite in Heilongjiang Province, 
talc in Liaoning and Shandong Provinces, and the Guangxi Zhuang Autonomous 
Region, and stone materiais in Shandong, north and central-south China. [Text] 
[Beijing XINHUA in English 0621 GMT 1 Jun 87 OW] /12232 


RARE EARTH INDUSTRY--Beijing (CEI)--China produced 11,860 tons of rare earth in 
1986, with 5,187 tons exported. Last year, China applied rare earth solutions 
to about 550,000 hectares, which increased grain output by 300 million kilograms 
and earned 40 million yuan profits. This year, China will invest 110 million 
yuan in 25 projects involving applying rare earth to 800,000 hectares of crops. 
China boasts first place in the deposits of rare ear*h in the world and the 
second place in output, after the United States. Currently China mainly exports 
rare earth in the form of raw materials and unfinished products. But the coun- 
try will soon begin exporting finished products and related technology. [Text] 
[Beijing XINHUA in English 0623 GMT 1 Jun 87 OW] /12232 
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INDUSTRY ECONOMIC 


SHANGHAI UPGRADES MACHINE-BUILDING INDUSTRY 
0W081257 Beijing XINHUA in English 1150 GMT 8 May 87 


[Text] Shanghai, May 8 (XINHUA)--Shanghai, China's largest industrial city, 
has upgraded its machine-building industry with advanced technology, officials 
told XINHUA. 


According to Li Jiakang, director of the Shanghai Mechanical and Electrical 
Engineering Bureau, technological upgrading has helped industry here earn an 
additional two billion yuan (about 540 million U.S. dollars) in the past four 
years. 


The industry has developed some 4,550 new products, 80 percent of them employ 
advanced technology of the 1970s and 1980s, said Li. 


Technological renovation in recent years has further enhanced Shanghai's 
position as a major machinery producer in the country, said Li, adding that 
the city produces one-tenth of the total national production value of the 
machine-building sector. 


Now 35 percent of production employs advanced technology up from less than 
10 percent before 1982. 


The industry has 1,026 technical research projects underway and has developed 
1,214 new production processes in five years, said the director. 


Various forms of cooperation with foreign businesses have played an important 
role in these improvements, said Li. He said, the industry has spent 

200 million U.S. dollars in recent years to introduce 203 items of advanced 
technology from abroad. 


With foreign technology and cooperation, the city built a continuous cool 
rolling mill for the Baoshan Iron and Steel Complex. It is the largest 
Sino-foreign cooperative project in China. 


At the same time, the industry actively adopted international standards in 
production, which helped expand export volume. Some products have now replaced 
many items that were previously imported. 


In the past five years, said Li, the industry's output value has increased at 
an annual rate of 10 percent, and taxes and profits by 12.1 percent, while 
consumption of steel in production decreased by 10 percent from the previous 
figure. 


/8309 
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INDUSTRY ECONOMIC 


BRIEFS 


MACHINE BUILDING COMMISSION REVISES PLAN--Beijing, May 19 (XINHUA)-—-China's 
State Machine-Building Industry Commission will revise its development plan 
during the current Seventh Five-Year Plan (1986-90). "The original plan, 
outlined before the commission was founded last February, does not efficiently 
coordinate the commission's departments, and has too much overlap in foreign 
technology and equipment imports," a commission official said. Revisions will 
focus on importing equipment and key parts, and will plan future technological 
and equipment imports and investment. To ensure completion of key state 
projects, the new plan will earmark its limited funds for equipment and 
technology imports to be used in the energy, communications, raw materials, 
textiles and agriculture sectors. [Text] [Beijing XINHUA in English 

1028 GMT 19 May 87] /8309 


STEEL INDUSTRY ENTERPRISE GROUP--Dalian, May 22 (XINHUA)--China's first 
enterprise group in the iron and steel industry was set up here today to 
improve the quality and exports of high-speed tool steel. The high-speed tool 
steel enterprise group, with the Dalian steelworks as the backbone, combines 
production with scientific research. Zhao Mingren, director of the Dalian 
steelworks and now chairman of the group's board of directors, said that the 
group has 13 members from special-steel research institutes, and measuring 
and cutting tool plants throughout China. He said that China now produces 
29,000 tons of high-speed tool steel a year, more than any other country. 
China also ranks first in the world in reserves of tungsten, molybdenum and 
vanadium—indispensable elements for making high-speed tool steel. "We're 
going to concentrate our raw materials and foreign exchange on tackling key 
technical problems to improve product quality and expand production,” Zhao 
said. [Text] [Beijing XINHUA in English 1406 GMT 22 May 87] /8309 


CSO: 4020/196 
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SMALL-SCALE ENTERPRISES ECONOMIC 


BEIJING'S PRIVATE BUSINESS SECTOR BOOMING 
0W211323 Beijing XINHUA in English 1137 GMT 21 May 87 


[Text] Beijing, 21 May (XINHUA)--With 140,000 workers employed in the private 
business sector in this capital city, Beijing residents as well as tourists are 
finding things more convenient. 


On downtown Dongdan Street, 10 privately-run restaurants can be found on one 
200-meter section. "It is easier now in Beijing to find a restaurant than years 
ago," said a man, who was in Beijing on a business tour from northeast China's 
Liaoning Province. 


The city's private business sector has grown by leaps and bounds in recent 
years, with the number of private businesses increasing from 259 in 1978 to 
91,749 today. 


Mainly engaged in the service industry, private business people offer 130 ser- 
vices, including repair businesses for shoes, bicycles, watches and electrical 
appliances and restaurants, clothing stores, laundries, tailurs and baber shops. 


"Private businesses in the service industry have greatly eased the strain on 
existing service departments," said an official from the Beijing Self-Employed 
Association. 


Despite traditional prejudice against self-employed people, more and more young 
people have started their own businesses. Self-employed people under the age 
of 35 accounted for 39.5 percent of the total self-employed in 1985 while they 
only made up 4.2 percent of the private business work force in 1980. 


However, some people complain about higher prices at private business shops. 
"It is easy to find a restaurant or a hotel in Beijing but they're usually too 
expensive," a man from northwest China's Sichuan Province said. 


Some people, especially young women, don't mind the high prices if they can get 
what they're looking for in fashions. So garments made in Shanghai, Guangzhou 
and Shenzhen sold at the downtown Xidan private night markets, have attracted 
many Beijing buyers. 


Some college graduates, even a postgraduate with a master degree, have become 
self-employed. 
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Tu Shenghua, 37, launched his own information and consulting business in early 
1985 after he resigned his post at a state-run unit. Last year, he was named a 
national advanced self-employed worker. 


Tu, who majored in English at college, has been employed as an interpreter by 
many clients since he opened his private business. 


Sometimes, clients complain they were cheated by private business people and 
tax collectors said some are not paying their proper amount of taxes even though 
they are liable to fines if they are caught. 
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SMALL-SCALE ENTERPRISES ECONOMIC 


RENMIN RIBAO REPORTS ON SMALL ENTERPRISE LEASING 
0W240625 Beijing XINHUA in English 0604 GMT 24 May 87 


[Text] Beijing, 24 May (XINHUA)--China had 10,000 small industrial and commer- 
cial enterprises leased out to invididuals workers, collective units or other 
enterprises in the first quarter this year, reported today's overseas edition of 
the PEOPLE'S DAILY. 


The number of such small enterprises to be leased in the 6 pilot cities, which 
are experimenting with the urban economic reform, is expected to reach 7,000 
this year. 


The first national seminar sponsored by the State Commission for Restructuring 
the Economy held recently in Shenyang, the cpaital of northeast China's Liaoning 
Province held that the leasing of enterprises complies with the principles of 
socialism and has wide prospects. 


The leasing of the enterprises has resulted apparently in the promotion of their 
economic efficiency, the paper said. 


In a group of 63 small industrial enterprises designated with a leasing period 
of 1 year in Shenyang, 27 of the 34 that had suffered losses before the leasing 
have gained profits so far this year. 


Of the 100 commercial enterprises leased out in the city last year, the volume 
of their profits increased by 100 percent over the previous year. 


The leasing has resulted in the separation of the decisionmaking power and the 
proprietary rights of the enterprises, the implementation of the policy of 
assuming sole responsibility for one's profits and losses and the emerging of 
a number of outstanding entrepreneurs, the paper added. 


/12232 
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CONSTRUCTION ECONOMIC 


STATE COUNCIL URGES EFFICIENCY IN KEY CONSTRUCTION 
0W260154 Beijing XINHUA in English 0123 GMT 26 May 87 


[Text] Beijing, May 26 (XINHUA)—-The State Planning Commission issued a 
circular recently urging all state key construction projects to practise 
economy and improve cost efficiency. 


The state has decided to concentrate its resources on 206 key construction 
projects in 1987. These projects, more than 50 percent of which are energy, 
communications and raw materials items, will have a great bearing on the 
social and economic development of the nation. Of the projects, 38 are 

new and the rest are follow-ups carried over from last year. The number of 
projects and the amount of investment required all exceed those of any of the 
past years. 


The commission has sent 198 officials down to key construction projects to 
carry out investigations into the investment estimates and investment manage- 
ment. 


Officials from the commission said that the country is still short of funds 
and materials for capital construction projects. 


They urged all key construction projects to overcome waste and tap internal 
potential. From this year, all the construction projects will be undertaken 
by inviting bidders in order to improve the social and economic returns. 


To solve the funding problem, the state has decided to issue bonds for key 
construction projects. 


According to Zhou Daojiong, president of the People’s Construction Bank of 
China, the budgetary expenditure in the first four months of this year was 
8.503 billion yuan, 1.89 billion yuan less than last year or a drop of 

17.5 percent from the same period of last year. However, the capital expendi- 
ture by localities has increased to 2.254 billion yuan, or about 38.6 percent 
of the planned annual target of 5.843 billion yuan, far exceeding the national 
average. If not strictly controlled, the president said, there is a danger of 
overextension of the construction scale. 
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He called on all construction bank offices to strengthen supervision and 
control of state allocations and loans in line with the state policy of 
ensuring key construction projects. 


There will be no allocations or loans for projects not covered by state 
plans and it is not allowed to use working capital, equipment reserves or 


temporary circulation loans to make up for the shortage of capital invest- 
ment, he said. 
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CONSTRUCTION ECONOMIC 


MAYOR LI RUIHUAN ON TIANJIN HOUSING DEVELOPMENT 
0W200730 Beijing XINHUA in English 0709 GMT 20 May 87 


[Text] Tianjin, May 20 (XINHUA)--The Tianjin municipal government will build 
one million square meters of new housing and renovate shabby homes this year 
in a bid to solve the housing problem and beautify the city. 


Speaking at a press conference, Mayor Li Ruihuan said that in the next few 
years, the city plans to pull down several million square meters of shabby 
houses. 


The government spent seven billion yuan on building 21 million square meters 
of apartments during the 1981-1986 period to improve the housing conditions of 
citizens [word indistinct] construction program produced double the housing 
space that existed before 1949, the mayor said. 


"However," he said, “owing to the population boom, the city still has 200,000 
families that are poorly housed. Many of them live in shabby houses built 
before the 1940s." 


Mayor Li said the housing be developed gradually. This year, the city plans to 
convert 300,000 square meters of shabby houses into one million square meters 
of new living space. It is expected by July, 1,400 families of steel and 
textile workers will be able to move into the new apartments. 


The mayor said it is not proper to depend solely on the state to cure the 
housing headache. "We should also rely on citizens and social forces to 
renovate and construct houses." This will save a lot of building materials 
and time, he added. 


Some Tianjin citizens have donated money and materials, others have volunteer- 
ed to take part in the construction work. In the city's steel cable plant, 
over 1,000 workers have raised 60,000 yuan while contributing their own labor 
to housing projects. 


According to Li, the city's planning departments have worked out two construc- 
tion plans. Some new houses will be renovated using existing materials while 
new apartment buildifigs will be built in other areas of the city. 


The carpenter-turned-mayor said that the new houses will be equipped with modern 
facilities including running water, cooking-gas, toilets, electricity and 
traditional small courtyards, where people can communicate with each other. 
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CONSTRUCTION ECONOMIC 


BELJING HOMEBUILDERS TO ‘COMMERCIALIZE’ HOUSING 
0WO90200 Beijing XINHUA in English 0151 GMT 9 May 87 


[Text] Beijing, May 9 (XINHUA)--The Beijing-based China Housing Construction 
and Development Corporation has been working effectively to commercialize 

the housing sector and ease the housing shortage during the past six years, 
the PEOPLE'S DAILY reported today. 


The first Chinese enterprise to construct housing for rent and sale, the 
corporation built apartments with a total floor space of 10 million square 
meters last year. The figure is a quarter of such housing constructed in the 
country in 1986, the paper said. 


The prevailing practice is to have employees and state functionaries housed by 
their units, and only a small quantity of housing used to be sold to 
individuals as the majority of the apartment buildings belong to the state in 
the country's urban areas. 


Set up in Beijing six years ago, the corporation is responsible for its own 
profits and losses, the paper said. 


The corporation has completed the construction of 30 apartment blocks in various 
provinces and cities, supplying residents with 300,000 apartments covering a 
floor space of 40.15 million square meters, and with a business volume totalling 
4.1 billion yuan over the past few yeers, the paper said. 


In order to satisfy renter and purchasers of different tastes and living 
standards, the corporation has decided to construct apartment buildings in 
various designs and qualities and sell or rent them at different prices, the 
paper said. 


The corporation will gradually lower the prices or at least prevent prices from 
rising in the future, the paper said. 
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CONSTRUCTION ECONOMIC 


HAINAN SPEEDS UP KEY CONSTRUCTION PROJECTS 
0WO70746 Beijing XINHUA in English 0701 GMT 7 May 87 


{Text] Beijing, May 7 (XINHUA)—Hainan Island in south China's Guangdong 
Province has accelerated the construction of 15 key projects which are ex- 
pected to bring about a marked improvement in the investment environment. 


Local authorities reported that they have cut investments in nonproductive 
projects to ensure the smooth progress of key ones. 


These projects, most of which were started last year, include upgrading a main 
highway linking «te eastern and western parts of the island, building an 
airport and a power plant at Haikou, a harbour at Qinglan, microwave tele- 
communications systems, and radio and television service, and Hainan University. 


It said that the two microwave systems will be operational by May 10. 


Other projects to be completed also include the Haikou textile printing and 
dyeing factory, the Hainan polyester filament factory, the Chunjiang sugar 
refinery, water-conservation works and highways. 


Among the 22 construction projects started in 1986, 10 were put into operation 
the same year. 


Statistics show that by the end of last year, the island had approved the 
establishment of more than 270 joint-venture, co-managed, exclusive foreign 
capital and compensation trade projects, involving an agreed investment of 
388.72 million U.S. dollars. 


To date, foreign investment totalling 73.68 million U.S. dollars has been 
utilised. Some 134 enterprises now in operation grossed more than 80 million 
yuan in output value in 1986, the statistics show. 
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CONSTRUCTION ECONOMIC 


BRIEFS 


SHANDONG PETROCHEMICAL PLANT--Jinan, May 25 (XINHUA)-~-The first phase of a 
large petro-chemical plant in Shandong Province, a key project in China's 
Seventh Five-Year Plan, went into trial operation today. "The project, which 
began in April 1984, includes 16 sets of equipment and a thermal power station 
with a capacity of 200,000 kilowatts. Nearly 10 sets of equipment were 
imported from Japan, Britain and Federal Germany," said Zhang Xiuzhi, deputy 
chief engineer of the project. "All the equipment is up to world standards 

of the late 1970s or early 1980s." "The plant has a design production capacity 
of 300,000 tons of ethylene, 140,000 tons of polyethylene, 100,000 tons of 
methyl alcohol and 80,000 tons of butadiene-styrene rubber a year," Zhang said. 
It will become China's biggest producer of fertilizers, plastics and rubber. 
The entire refinery will be completed in the 1990s, said Zhang. [Text] 

[Beijing XINHUA in English 1200 GMT 25 May 87] /8309 


TIANJIN WHARF CONSTRUCTION--Beijing, May 20 (XINHUA)--Tianjin, one of north 
China's major ports, has started construction on a wharf as a key state project 
on the country's Sevent’: Five-Year Plan (1986-90). The new wharf will include 
1l berths, covering 600,000 square meters, and will be funded by a loan of 

130 million U.S. dollars from the International Bank for Reconstruction and 
Development. The project is scheduled to be completed in 1991. [Excerpt] 
[Beijing XINHUA in English 0805 GMT 20 May 87 OW] /8309 
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FOREIGN TRADE, INVESTMENT ECONOMIC 


PREFERENTIAL MEASURES EFFECTIVE IN TIANJIN 
Beijing GUOJI SHANGBAO in Chinese 10 Mar 87 p 1 


{Article by Wang Yixia {3769 0181 1115]: "Foreign Businessmen Critique the 
Clarity of Our Policy: Like a Glass of Clean Water, You Can See How Full It 
Is; Management Committee Honors Commitments, Even if the Business Is Losing; 
See How High Productivity Is in These Enterprises") 


[Text] The problems with China's policies that are raised by foreign 
businessmen are being solved in the Tianjin Economic and Technical Development 
Zone. Foreign businessmen say this area is like a glass of clean water: you 
can see how empty or full it is. Many foreign businessmen have opened two or 
more factories in the development zone with a single investment. 


Because of the efficiency with which business is handled in the Tianjin 
Economic and Technical Development Zone, policies are clear, and there are now 
56 joint ventures and contractual joint ventures here, involving a _ total 
investment of $80 million. Industrial projects increased 75 percent last year 
over the year before, and in just the first 2 months of this year 6 contracts 
for industrial projects have been signed. 


The United States, Japan, West Germany, France, Denmark, Belgium, Singapore, 
the Philippines, Hong Kong, and other countries and regions have invested in 
the Tianjin ETDZ. 


Most of the foreign-investment enterprises in the Tianjin ETD” ure productive 
enterprises; one-third of them are electromechanical and teci.clogy-intensive 
enterprises. These joint ventures and contractual joiut ventures are 
demonstrating new characteristics in many areas. 


--Products of each enterprise are able to get into the international market; 
they are competitive, and they achieve their own foreign exchange balance and 
earn international profits. 


--These enterprises produce according to international standards. The U.S. 
Health Department's Fba standards are applied to foodstuffs and medicines; 
electrical products conform to international IEC standards; medical 
instruments and machinery use WHO standards. The spread of standardized 
production ensures product quality. 


61 








--After the foreign firm agrees to approve the quality, international 
trademarks are used so that products overshadow their competition. For 
example, a French trademark, Merlin Gerin is used for switches that protect 
against electrical leakage, and highway lamps use a Belgian trademark. 


--Economic benefits are quite good. The investment recovery time for these 
enterprises is generally 3 to 5 months. Some begin to recover their investment 
in 1 or 2 months. ° 

--Compared to their foreign counterparts, their productivity is more than 
fivefold higher; their output value-energy ratio is also 50 percent higher 
than in China as a whole. 


In the last 2 years, 280 million yuan has been invested in basic facilities in 
the Tianjin ETDZ, for 1.2 sq km of industrial park and 0.4 sq km of 
residential area (roads, water and sewage, power, heat, telecommunications, 
and land leveling); most of these works have been completed. Construction has 
begun on 200,000 sq m of surface structures; 110,000 sq m of industrial plants 
have been turned over for use; 16,000 sq m of bachelor apartments and public 
facilities have been put to use, and a 35,000-volt substation has now begun 
transmitting electricity. A 110,000-volt substation is now being equipped. 


Since Tianjin promulgated the Development Zone Management Regulations and 
three other sets of rules and regulations in July 1985, the Tianjin ETDZ has 
formulated a succession of 13 provisions involving management. Many foreign 
businessmen refer to the DZ as a glass of clean water; they can see how full 
or empty it is, and they can invest with confidence. In 2 years many Hong Kong 
foreign trade firms such as the Shihua Co, the Xinyi Group, the Kaidi 
Industrial Co, and the Yishang Trading Co have invested in and set up two or 
more factories in the DZ. 


The Tianjin DZ has eatablished a complete procedure for proposing, examining 
and approving projects, issuing approval certificates, and registration. 
Project approval time has been reduced from 1 month to 2 weeks, and in some 
cases only 1 week. 


The DZ has taken its commitments very seriously; if a business to which 
commitments have been made is losing money, the commitments are still honored. 
In July 1986, after the Liming Cosmetics Corp had moved from the city proper 
to the DZ, the general manager for the foreign partner brought up nine 
problems regarding the enterprise's going into production when he met with the 
leaders of the management committee. One of these problems was heat supply. In 
order to improve the investment climate, the DZ had formulated the principle 
of central heating and had set rates for this. However, insufficient 
consiceration had been given to the factors involved; it had not been 
considered that many enterprises such as the Liming plant would need steam for 
production. Was this to be ignored, or should the complaint be acted on? The 
DZ management committee replied that the problem had not been adequately 
addressed in the regulations, and they stated that the DZ would pay for 
building a small boiler room next to the Liming plant, while the originally 
set rates would not be changed. Such earnest service moved the foreign 


businessman, who declared that he did not want the DZ to do the construction 
but would use his own equipment. 
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FOREIGN TRADE, INVESTMENT ECONOMIC 


VIEWS OF SHANGHAI JV REPRESENTATIVES ON PREFERENTIAL MEASURES 
Beijing GUOJI MAOYI [INTERTRADE] in Chinese 27 Apr 87 pp 41-43 


[Article by Zong Ruiyu [1350 3843 3768]: “Summary of a Panel Discussion by 
Representatives of Shanghai Joint Venture Enterprises") 


[Text] State Council publication of "Article 22" in a new regulation to 
encourage foreign traders to invest in China, and Shanghai's issuance of 
"Article 16" dealing with its own circumstances have had a very great impact 
on foreign venture enterprises in China. This newspaper's correspondent heard 
their views at a 10 December 1986 panel discussion attended by representatives 
of some joint venture enterprises and presents their views below on the 
following three issues: 


1. What problems did "Article 22" and “Article 16" solve for them? 

2. What problems still exist in enterprises now? 

3. What requests do they have? 

Shanghai Dazhong Motor Vehicle Company, Ltd., German representative: Finance 
and Accounting Department Director Laiyinhade Shemufuer, and Chinese 
representative: Finance Branch Deputy Director Sun Xiacheng [1327 1115 2052]: 


The Shanghai Municipal Government publication of "Article 16" actually 
provided many benefits for our Dazhong Motor Vehicle Plant as follows: 


a) Labor costs. Formerly "Dazhong's" labor costs were rather high. 
Following "Article 16," labor costs declined gradually. 


b) Land use fees. "Dazhong" covers a rather large land area, and it needs 
more. Formerly the land use fee was 8 yuan per square meter, but that has now 
been reduced to 1 yuan per square meter. This has lowered our costs greatly, 
thereby improving the market competitiveness of our cars. 


c) In addition to the land use fee, there is a development fee. 


d) Foreign exchange balance problems. "Dazhong's" foreign exchange balance 
problem is very great. Though both the central and local governments have 
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helped us solve it somewhat, help has fallen far short of needs. Recently 
both "Article 22" and "Article 16" have ruled that joint ventures may make 
foreign exchange adjustments among themselves. We have also taken part in the 
weekly Shanghai foreign exchange adjustment meetings, which have helped us 
solve problems for more than $1 million. This far from satisfies our needs, 
however. Nevertheless, help in solving $1 million worth of our problems in 
the short space of several days must be said to be a good beginning. 


_@) Working capital. Formerly it was difficult for our plant to request loans 
to solve its working capital problem. We had to prepare a report for approval 
level by level. This took a long time. Now it is much more convenient; we 
can adjust matters in the market at any time. 


Remaining Problems 


a) Foreign exchange balances. “"Dazhong's" cars are mostly sold inside China, 
but the enterprise has to import approximately DM400 million worth of 
equipment (fixed assets). The German party to the joint venture puts up 
foreign exchange and the Chinese party puts up renminbi, so foreign exchange 
difficulties result. According to Chinese government regulations, working 
capital foreign exchange can help solve the problem, i.e., either by using 
output to offset imports or receiving foreign exchange in domestic markets. 
But the problem of foreign exchange required for fixed assets has to be 
solved by the enterprise itself, and no solution has yet been found. 


b) Examination and approval procedures. We need to send people abroad for 
training and study, but it has taken a very long time to get approval for 
personnel to go abroad and for their expenses. In addition, their expenses 
have to be examined and approved by the Foreign Exchange Administration. We 
feel that joint venture expenditures for purposes outside the country should 
not be handled in the same way as for enterprises inside the country. They 
should not be bound by the Foreign Exchange Administration. We should have our 
own independence and our own expense standards. Another problem is that there 
remains a certain amount of rigamarole about the withholding of welfare funds 
and bonuses. Though we have stated our case on several occasions, no 
government agency has yet issued a ruling. 


c) Taxes. There are numerous problems in this regard. We feel that the state 
should formulate some concrete economic regulations that further clarify tax 
matters vor joint venture enterprises. For example, when tax laws conflict 
with our contracts, which is to apply? According to the tax laws, we are to 
pay a 5 percent income tax, but our contract specifies 4.5 percent. 
Representations were made on this matter, and finally it was submitted to the 
Ministry of Finance and a solution was recently obtained. In addition, the 
Same problem existed with the pre-witholding of income taxes, which is 
currently set at 10 percent but which had formerly been 20 percent. We had to 
pay that for a long time. 


Shanghai Yichu Motorcycle Company, Ltd., Director and Chief Accountant Chen 
Shilin [7115 4258 7792]: 
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We are a joint venture enterprise that produces motorcycles. Following 
publication of "Article 22" and "Article 16," land use fees decreased and 
taxes no longer had to be paid on staff member and worker welfare funds. The 
reduction in expenses benefited us; however, quite a few problems remain for 
which we seek help in finding solutions: 


a) We are a "technologically advanced enterprise," but how long will this 
last? Our enterprise is importing equipment from abroad for a period of 5 
years. Does this mean that we will no longer be an advanced enterprise 5 
years hence? 


b) “Article 16" stipulates that housing rent subsidies need not be paid the 
state but may be retained in enterprises for the use of staff members and 
workers in buying houses. Some problems in interpretation arise here, namely 
that the purchase of houses is a trade union matter, yet the houses are bought 
by the enterprise. So who owns the property rights to the houses? 


c) Problems in personnel going abroad for study. We have imported foreign 
technology and equipment, and we send people abroad for study. Frequently 
when we submit the names of 15 people, only 10 are approved or else the long 
period required for examination and approval interferes with our pre-set 
training schedule. 


d) We asked design institutes for help in designing factory buildings, but 
since they did not understand our needs, we sent them abroad for fact finding 
purposes. However, frequently the personnel sent abroad are not the ones 
design our plant buildings; consequently, designs still do not meet needs and 
a lot of time is required to make changes back and forth. 


e) Regulations provide joint venture enterprises authority to hire and fire 
staff members and workers; however, hiring conditions have never been spelled 
out. What is to be done about some staff members and workers who do not meet 
our enterprise's needs because of age or vocational skills? If we announce 
the dismissal of these people, who looks after them until places are found for 
them in society? 


f) Raw and processed materials supply problems. We estimate a very great 
fluctuation in prices during 1987 when we have to buy materials. According to 
"Article 16," Shanghai is to set up an enterprise to supply raw and processed 
materials, and we would like to know when this agency will be established? 


Requests 


a) Our plant had no problems with foreign exchange balances in 1985 and 1986, 
but some difficulties are expected in 1987. This is because we intend to 
carry out a complete technical transformation in 1987 that will require the 
importation of a set of molding tools, which are not considered fixed assets. 
Foreign exchange will have to be spent to import them, but the sum is fairly 
substantial, so we hope that the government will help us solve the problem. 
Our plant is a technologically advanced enterprise, so is it possible that the 
state might purchase our motorcycles under a system of using products to 
offset imports in order to reduce imports from Japan? Joint ventures are half 
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Chinese. If we do not buy our own products but import from Japan, isn't that 
allowing the same kinds of goods to compete with our own? 


b) We have both a motorcycle plant and an engine plant, and we plan to expand 
the engine plant. But on 22 November 1986, we suddenly received a letter from 
the Fuxing Loading and Unloading Company in the Shanghai Harbor Administration 
advising us that the 1,000 square meters of land on which we were to expand 
has belonged to them since 1957. They sent a copy of the letter to the 
Planning Commission, the Economic Commission, and the Economics and Trade 
Commission a3 well as to the Municipal Construction Bureau. As a result, the 
Shanghai Municipal Construction Bureau refused to permit us to start work on 
the expansion project. We feel that this problem should have been solved 
before founding of the joint enterprise and should not have been raised with 
us. We hope that the government will help solve this delay in our expansion. 


Japanese Nonomura Group Wholly foreign Owned Enterprise, Huayuan Hotel 
representative: 


a) Labor costs were a much larger part of construction costs that we had 
imagined. 


b) Procedures were very complicated for the importation of materials needed 
by our hotel. Our hotel also needs to send people abroad for study, but 
reportedly situations arise in the course of examination and approval that are 
other than what we have asked, with the number of people being cut. We are 
very concerned about this. 


c) We have hired a foreign company to design the hotel. So far they have not 
shown a profit; however, the Shanghai Taxation Bureau has set a figure on 
which the design company is to pay tax no matter whether there are any profits 
or not and no matter how much. The design company has requested payment of 
taxes based on income receipts. A divergence of views continues on this 
problen. 


In addition, as the Nonomura Group representative in China, Tokyo has 
requested clarification of some parts of "Article 22" as follows: 


1) In cases of conflict between Shanghai "Article 16" and central government 
"Article 22," which is to apply? 


2) What are the standards used for designating the "export type enterprises" 
and the "advanced technology entcrprises" in Article 2 and Article 8? 


3) The last half of Article 18 stipulates that a when a joint venture 
enterprise does not reach its foreign exchange goals for the year, it has to 
make up the shortfall during the second year. Isn't this a stumbling block in 
the way of hopes for foreign trader investment? 


4) What is the significance of land use regulations applying to elsewhere than 
the centers of large cities? What is meant bv the center of large cities? 
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5) articles 5 and 6 provide for preferential treatment to joint venture 
enterprises. Does this mean that foreign owned enterprises are to be accorded 
priority over domestic enterprises in being provided water, electricity, 
transportation, communications and loans? 


6) "Article 16" provides that when improper fees are levied on a foreign owned 
enterprise, the foreign owned enterprises may refuse to pay. What does this 
mean? As a matter of procedure, how can the right to refuse to pay be 
guaranteed, and when disputes arise, from which office should redress be 


sought? 


7) According to regulations, restaurant items are neither of the export type 
nor of the advanced technology type. We maintain that tourist hotels fromote 
technological development, and it doesn't seem very reasonable for us not to 
be considered a technologically advanced type enterprise. 


British Pierjindun [phonetic] Engineering Group, Shanghai Yaohua Pierjindun 
Glass Company, Ltd project director Ailun Laili [phonetic and possibly Allen 
Reilly]. 


a) The "Article 22" and "Article 16" rulings that taxes do not have to be paid 
on various staff member and worker subsidies is very beneficial to joint 
ventures. 


db) Allowing a reduction in land use fees to a maximum 2.50 yuan per square 
meter helps us very much. However, inasmuch as our enterprise is in the midst 
of a construction stage that will take a fairly long time, the land use fee 
should be tax exempt. 


ec) I do not understand very well the part of the regulations about income 
taxes. The local tax portion has no effect on our company at the moment 
because according to the regulations local taxes are not paid until 3 years 
after a profit has been made. All of the regulations having to do with 
helping reduce product costs, particularly costs of export products, are 
beneficial to us because competition is very intense in glass export markets. 


d) Our enterprise also has a foreign exchange balance problem. However, since 
the plant has not get gone into production, this problem has not surfaced for 
the time being, and our boss will solve this problem in the future. 


In short, I feel these regulations benefit joint ventures, and reaction to 
them has been very good. They will not have a very great effect on costs 
concerned in our enterprise. 


Shanghai Huangiu Toy Company, Ltd, Deputy General Manager Zheng Junye [6774 
0193 2814): 


Our company is located in Shanghai's Minxing development zone, and it is the 
development zone's first joint venture enterprise. Building of the plant is 
going on at the same time as the building of the Minxing development zone. For 
this reason, we have had substantial difficulties ever since the last half of 
1986, principally a lack of accomodation in terms of basic facilities. 
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Following publication of "Article 22" and "Article 16," quite a few foreign 
traders have come to the development zone, showing that the Shanghai Municipal 
Government is determined to open to the outside world. The preferential 
treatment accorded joint enterprises on tax matters is substantial. 


Problems outstanding are that according to "Article 16" regulations, we can do 
our own hiring; however, there is no clear-cut regulation about whether we may 
hire temporary workers. 


In addition, according to regulations, a plant built in the development zone 
will be accorded greater preferential treatment, but what does this mean? 
Specifics have not yet come out, and we hope that there will be concrete 
clarification. 
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FOREIGN TRADE, INVESTMENT ECONOMIC 


STATISTICS REVEAL NEGLECT OF MAINFRAME COMPUTER DEVELOPMENT 
Beijing BEIJING KEJIBAO in Chinese No 841, 12 Nov 86 p 3 


(Article by Yu Zhijun [0060 1807 6874], Assistant Professor, Beijing 
Engineering Academy: “Appraisal of the Level of Computer Production in this 
Country During the ‘Sixth 5-Year Plan’ and Forecast for the ‘Seventh 5-Year 
Plan'"} 


(Text] The democratization of decision making is an important means by which 
to guard against major strategic decision making errors. The political and 
economic systems in this country at present are vertical technology state 
systems, and are typical information self-feedback systems. Because feedback 
Systems are not independent, their functions regarding monitoring and 
correcting errors in decision making systems are rather weak and insufficient 
to prohibit major strategic decision making errors. 


Based on the understanding just described, the Department of Management 
Engineering of the Beijing Academy of Information Engineering has established 
the "China computer market information public database," and with the support 
of that database has undertaken research into an evaluation of the level of 
development for the Chinese computer industry during the Sixth 5-Year Plan and 
forecasting for the Seventh 5-Year Plan. Results of that research show 
clearly that during 1980 of the Sixth 5-Year Plan, the level of comprehensive 
technology regarding small, medium, and large scale computing in this country 
(hardware, software, and applications) was some 15-20 years behind 
international advanced levels. During the period of the Sixth 5-Year Plan, 
this gap was maintained at 15-20 years, that is, it was not reduced. This is 
an extremely grim fact. The trend involving microcomputers is better, where 
the gap has been reduced to 4-5 years. Tables 1 and 2 show the statistics for 
the situations regarding development of small, medium, and large computing in 
this country and that for microcomputers, respectively. 


We can see from tables 1 and 2 that as the quantities of computers in this 
country have grown, the rates of usage for small, medium, and large computers 
and for microcomputers have rapidly declined. While that stabilized for 
microcomputers in 1985, the situation for small, medium, and large scale 
computers has worsened; the levels of development for small, medium, and large 
scale computer investment has dropped dramatically as the quantities of 
installed computers have grown; the situation regarding development of 
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microcomputer funding sources has been just the opposite, rapidly improving as 
the quantities have grown. This shows that the situation regarding 
microcomputer applications has taken a turn for the better, while conversely 
that regarding small, medium, and large scale computing, and especially the 
Situation regarding development and applications of large and medium scales, 
has worsened with larger quantities of imports. Ninety percent and more of 
small, medium, and large computers have no database support, nearly all are 
without remote communications network support, and many large systems costing 
tens of million of dollars serve as single tasking "large abacus" operations. 
We can see from forecasts in table 3 that the current surge in purchases of 
large scale systems is quite fierce. During the Seventh 5-Year Plan, 
throughout the country, economic systems, banking systems, information 
Systems, civil aviation systems, insurance systems, tax revenue systems, all 
functionary sectors, and all economic regions have either already or are 
planning to import large scale computer systems. Their objectives are systems 
such as the IBM 4381, 308X, the Hitachi M-180, M240, the Fujitsu M150F, and 
the Wang VS300, or even larger systems. As the appetite gets greater and 
greater, taking such actions costs upwards of $10 million for a system with 
more than 10 medium to large computers as a core and some 1,000 terminals. 
However, some purchasing units do not even have computers to use that are 
minimally qualified for use or sufficient maintenance personnel, not to speak 
of core personnel. In addition to this, our communications circuits have 
Simply never been tested for mainframe data transmission network systems. 
What the consequences will be with this attitude where each does things in his 
own way without regard to technical capacity and conditions, having at the 
Same time tens of national and economic regional large network systems, has 
been little considered, if at all. This will quite possibly lead to a major 
mistake in strategic decision making, the consequences of that mistake 
appearing then during the Eighth 5-Year Plan after 1990. Based on our 
research, we offer warnings in this regard, hoping to attract attention. 


Table 1. Statistical Table for Development of Small, Medium, and Large 
Computers in China During the Sixth 5-Year Plan 











| Number of | Domestically | | % of Computer 
Year |Installed Units*® | Produced | Imported | Usage Rate |Funding Sources 

| |lfor Development 
1980 2,928 2,614 314 40-60 40 
1982 3,819 3, 300 319 20 20-30 
1985 5,500 4,000 1,500 15 15 


Table 2. Statistical Table for Development of Microcomputers During the 
Sixth 5-Year Plan 


Year Quantity Owned Usage Rate % of Microcomputer Funding Sources for 


(units) (4) Development 
1980 600 100 25 
1982 6,000 80 30-50 
1985 110,000 25 75 
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Table 3. Marketing Forecast for Computers in China During 
the Seventh 5-Year Plan*® 








Year Small, Medium, and Large Computers Microcomputers (units) 
(units) 
1986 1,031 59,620 
1987 1,082 65,582 
1988 1,190 75,419 
1989 1,309 87, 486 
1990 1,440 101,484 
totals 6,052 389,591 





"#" indicates development figures from COMPUTER WORLD, the rest being 
statistics from the Database Research Office of the Department of Management 
Engineering of the Beijing Academy of Information Engineering. 
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ECONOMIC ZONES ECONOMIC 


IMPROVEMENT IN DALIAN'S INVESTMENT CLIMATE 
Beijing GUOJI SHANGBAO in Chinese 12 Mar 87 p 1 


[Article Zhao Ye {6392 0396]: “Dalian Accelerates Pace of Work, Improves 
Investment Climate; Work Handled Jointly, Projects Implemented Separately; 
Resolute Decontrol of What Should Not Be Managed") 


[Text] Dalian is conscientiously implementing the State Council's preferential 
policies to encourage investment by foreign investment; practical measures are 
being taken to change the mechanical approach to handling business. Starting 
with better efficiency and service, the investment climate is being 
enthusiastically improved. 


Since last year the Dalian municipal party committee and city government have 
been summarizing their experience in utilizing foreign capital and have 
conscientiously done away with the past practice of trying to manage matters 
that should not or could not be managed, or that could not be managed 
properly. All authority that should be decontrolled is being done so down to 
the grassroots level. In the past, all specific matters in the Dalian Economic 
and Technical Development Zone involving exporting, introduction of 
technology, control of foreign exchange, application of funds and opening 
foreign investment enterprises had to be approved in succession by all the 
departments in the city, which resulted in petty disputes. On average, 
approval for a project involving foreign investment took 1 month; efficiency 
was very low and both foreign and Chinese clients complained a great deal. 
Beginning in the second half of last year, the municipal party committee and 
the city government simplified procedures and decontrolled authority, 
determining that projects utilizing foreign capital involving an investment of 
less than $10 million, projects for the introduction of foreign technology 
involving investments of less than $5 million, and domestic projects involving 
an investment of less than 30 million yuan were to be approved by the DZ 
itself, which then reports the case to the relevant city department for 
registration. They also helped the DZ to establish a project promotional 
center to serve as window to the outside. The color videotape project run as a 
joint venture by the Dalian Magnetic Tape Plant and an American firm required 
only 10 days for approval, which won the admiration of the American firm. The 
city will also turn over authority for assigning cadres and workers and other 
approval work to the DZ, greatly facilitating the flow of personnel for 
enterprises with foreign investment. 
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The Dalian municipal party committee and the city government will deal jointly 
with matters that require management, changing the multitude of bureaucratic 
channels into a single one. City construction, port traffic, and other areas 
involving the use of foreign capital that in the past meant complex procedures 
and many disputes have since last year been handled by the leading comrades in 
the municipal party committee and city government, who from time to time 
convene a joint business conference; problems that in the past would have had 
to be reported in for approval are settled once and for all by the joint 
conference and implemented separately. In the past, the problem of control of 
the power supply for foreign-investment enterprises was rot resolved for a 
long time, which caused many complaints; the joint conference instructed the 
Dalian Power Bureau to quickly issue mandatory regulations that would not 
limit power use by foreign investment enterprises and gave them priority 
supply, with stringent controls on electricity rates. 


The work pace of the various mechanisms in Dalian has been accelerated, and 
this has created an excellent climate for foreign investment. Clear results 
have been obtained. Last year, 57 new contracts for the use of foreign capital 
were signed in the city, totaling $302.4 million; of these, 20 are new foreign 
investment enterprises irvolving $41.49 million in direct foreign investment, 
exceeding the annual plan by 42 percent and increasing by 20 percent over the 
previous year; 89 percent of these enterprises are export-oriented exchange- 
generating enterprises and productive enterprises. 
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ECONOMIC ZONES ECONOMIC 


JIANGSU'S GU XIULIAN ON HUAIHAI ECONOMIC ZONE 
OW241012 Nanjing Jiangsu Provincial S«rvice in Mandarin 0915 GMT 23 May 87 


[Text] The Second Joint Meeting of Mayors and Commissioners of the 
Huaihai Economic Zone opened in Lianyungang City on 23 May. Attending 
the meeting were more than 100 people, including responsible comrades of 
16 prefectures and cities in the contiguous area of Jiangsu, Shandong, 
Henan, and Anhui; responsible comrades of the concerned departments of 
the state council; and cadres of relevant colleges and universities 

in economic zone and the communications departments. 


At the opening ceremony, (Yu Zhouming), first executive chairman of th. 
economic zone and mayor of Xuzhou City, gave a work report for 1986 and a 
report on work suggestions for 1987. Provincial Governor Gu Xiulian 

was present at the meeting, called on all delegates from all prefectures 

and cities, and spoke. She said: The Huaihai Economic Zone is a very 

good example of lateral economic associations. We of the provincial 

government resolutely support Xuzhou, Lianyungang, Huaiyin, and Yancheng of our 
province being able to join this economic zone. We call for them to learn well 
from the cities and prefectures in the fraternal provinces. 


Comrade Gu Xiulian said: Though Lianyungang is located in Jiangsu, it is 

not simply a sea port of Jiangsu; it is a port for the whole country. 

Whether a port can be invigorated or not depends mainly on whether it can 
serve others or not. We call for Lianyungang as an open port to appropriately 
serve the prefectures, cities, and counties in the economic zone and enjoy 
some preferential policies together with fraternal prefectures and cities. 

We also hope all people will make common efforts to develop and exploit this 
port, which is open to the outside world. 


412624 
CSO: 4006/686 
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ECONOMIC ZONES ECONOMIC 


SHENZHEN BANKS SUPPORT EXPORT-PRODUCING ENTERPRISES 
Beijing GUOJI SHANGBAO in Chinese 5 Mar 87 p 1 


[Article by Li Hang [2621 5300]: "Shenzhen Banks Vigorously Support 
Enterprises in Exporting To Generate Foreign Exchange; Varied Measures Taken") 


[Text] Since last year the banks and financial institutions in the Shenzhen 
SEZ have taken various effective measures to support industrial and commercial 
enterprises in developing production and exporting to generate foreign 
exchange, and good results have been achieved. Last year, despite many 
difficulties, the gross value of the zone's exports increased 28 percent over 
the previous year, due to the vigorous support of Shenzhen banks. 


The main approaches used by Shenzhen banks to support enterprises in 
developing production and exporting to generate foreign exchange are as 
follows: 


1. Cutting back on capital construction loans by 10 percent and increasing 
loans for current funds. The Shenzhen branch of the Bank of China increased 
by 40 percent over the previous year its funds directed to industrial and 
agricultural production and to exporting; 86 percent of its loans went to 
Support the development of agricultural and industrial production and 


exporting to generate foreign exchange. 


2. Helping key enterprises and experting enterprises to solve their fund 
shortfalls. The Zhonghua Bicycle Plant receives many orders from abroad, but 
its economic results are poor. The bank sent a credit officer to help the 
plant improve its management, and it continued loan support, which enabled the 
plant to improve its results. The Cereals, Oils, and Foodstuffs Import-Export 
Corp improved its results in 1985 with vigorous bank support; in 1986 it 
became a major exporter, fulfilling 159.6 percent of its export plan, a 43.3- 
percent increase over the previous year. 


3.  # Supporting the development of basic industry in the SEZ, introducing 
advanced technology and equipment, and increasing industrial exports. The 
Shenzhen branch of the Bank of China loaned a total of 630 million yuan, a 560 
percent increase over the previous year; it also loaned $110 million in 
foreign exchange to be used in developing basic industry and improving the 
productive forces and complementary production capacity, thereby raising 
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industrial exports last year to 458 million yuan, an 83-percent increase over 
the previous year, and accounting for 51 percent of the gross industrial 
Output value. 


4. Supporting foreign investment enterprises in developing production and 
earning lawful profits. The Shenzhen branch of the Bank of China loaned a 
total of 109.28 million yuan and $21.86 million to support foreign investment 
enterprises; last year the GVIO of these enterprises increased 57 percent over 
the previous year, and the export output value increased 43.8 percent over the 
previous year. In January of this year the GVIO and gross export value of 
these enterprises underwent further increases. 


5. Supporting export-oriented enterprises; last year the Bank of China alone 
issued $66.04 million and 1,180,970,000 yuan to export-oriented enterprises. 
It also issued 348.17 million yuan in timely loans for the purchase of export 
products, so that foreign trade enterprises were better cole to fulfill their 
three tasks of purchasing, exporting, and generating exchange. 


13322 
CSO: 4006/465 
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ECONOMIC ZONES ECONOMIC 


SHENZHEN ISSUES NEW PROPERTY TAX REGULATIONS 
HK221051 Hong Kong ZHONGGUO XINWEN SHE in Chinese 0712 GMT 21 May 87 


[Text] Shenzhen, 21 May (ZHONGGUO Xinwen She)--The Shenzhen Special 

Economic Zone has recently promulgated regulations on house property tax that 
will come into effect on 1 July this year and previous notices and regulations 
concerning house property tax will cease to be effective on the same day. 


The regulations sitpulate that tax should be paid for house properties 
within the special economic zone, including houses belonging to enterprises 
wholly owned by foreign businessmen, to China-foreign joint ventures, and 
to cooperative enterprises, and houses let in Shenzhen by Hong Kong and 
Macao compatriots, Overseas Chinese, and Chinese of foreign nationalities. 


The tax rate for house property is 1.2 percent and is calculated according 
to 70 percent of the original price of respective houses. Enterprises 
with house property should pay tax in this way. 


If tax is paid according to rents collected from house property, the tax 
rate is 18 percent. Individuals, including Hong Kong and Maco compatriots, 
Overseas Chinese, and Chinese of foreign nationalities who let out 

private houses, should pay tax in this way. 


According to incomplete statistics of departments concerned, many private 
houses in S*enzhen are let to people. In the Louhu area alon , there are 
nearly 300,.00 square meters of housing and most of it is ow 1 by peasants. 
In Shenzhen, there are at least 400 households of Hong Kong and Macao 
compatciots, overseas Chinese, and Chinese of foreign nationalities 

who let out private houses, should pay tax in this way. 


According to incomplete statistics of departments concerned, many 
private houses in Shenzhen are let to people. In the Louhu area alone, 
there are nearly 300,000 square meters of housing and most of it is 
owned by peasants. In Shenzhen, there are at least 400 households of 
Hong Kong and Macao compatriots, overseas Chinese, and Chinese of 
foreign nationalities who have houses to let. 


The regulations stipulate that the tax payers shall, within the time limit 
set by the taxation departments, submit for registration documents showing 
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the location, number of houses (blocks, flats, sets), floor space, original 
prices, rents collected, and so on, together with other related documents, 
to taxation departments where these houses are located. A find of not 

more than 5,000 yuan shall be imposed on anyone who tries to hide any fact. 
Anyone who fails to declare any of the houses he owns and rents he 

collects or who has made a false declaration shall be asked to make a 

new declaration and in addition to paying the tax which he has evaded, 

he has to pay a fine of no more than 500 percent of the tax he should have 
paid. 


Serious cases of those who have tried to evade or resist paying tax shall 
be handled by judicial departments according to law. 


/12624 
CSO: 4006/686 
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ECONOMIC ZONES | ECONOMIC 


WUHAN ECONOMIC COOPERATION ZONE INAUGURATED 22 MAY 
HK230403 Changsha Hunan Provincial Service in Mandarin 0000 GMT 23 May 87 


[Text] Yesterday responsible persons concerned from 17 prefectures and 
cities in Hubei, Hunan, and Jiangxi gathered yesterday in the lake city of 
Yueyang to celebrate the formal establishment of the Wuhan economic 
cooperation zone. These prefectures and cities along the middle and 

lower reaches of the Chang Jiang have extensive economic and social ties. 
However, for various reasons, these ties were not exploited well in the past. 


Since January this year, Yichang, Shashi, Shishou, Yueyang, Wuhan, Changde, 
Hiyang, Jiujiang, Nanchangland other prefectures and cities have 

carried out effective work based on the principle of equality in consultation 
and concerted efforts in preparatory work. They decided to establish and 
perfect various networks, proceeding from the markets, to promote the 
formation of a united social market. They also decided to organize enterprise 
consortia to focus on the production of brand-name and high-quality goods 

and to practice optimum organization regarding the vital elements of 
production. Through the gradual implementation of various plans, the 

zone will rationalize its internal pattern of production and its economic 
structure, and strive to build the areas along the middle and lower reaches 
of the Charg Jiang into a prosperous, rich, and strong economic corridor. 


The meeting to inaugurate the zone was attended by leading comrades of the 
state departments concerned and the three provinces. Hunan vice governor 
Yang Huiquan made a speech. 


/12624 
CSO: 4006/686 
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LABOR 


CEI REPORTS ON EMPLOYMENT IN COUNTRY BY END OF 1986 
0W010730 Beijing XINHUA in English 0532 GMT 1 Jun 87 
[XINHUA headline: "Employment in China in 1986"] 


[Text] Beijing (CEI)--Following is total employment of 
1986, excluding those in rural area: 


Total 

State-owned units 
Collectively-owned units 
Joint ventures 
Self-employed 


ECONOMIC 


China by the end of 


(in ten thousand) 


12809.3 
9333.5 
3420.5 

55.3 
483.1 


(the figures of joint ventures and collectively-owned units include government 


employees in those units) 
Break-down in state-owned units: 
Sector 


Total 

Agriculture, forestry, animal husbandry, fishing 
Industrial production 

Geological survey and exploration 

Construction 

Transport, post and telecom 

Commerce 

Real estate, public utility, and service 

Health, sports, social! welfare 

Culture, education and prese 

Science and technology 

Finance and insurance 

Government, political parties, popular organisations 


/12232 
CSO: 4020/200 
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(in ten thousand) 


9111.7 
778.3 
3845.8 
104.1 
584.3 
557.4 
843.7 
221.9 
277.2 
948.0 
132.7 
96.6 
721.6 





LABOR ECONOMIC 


CEI REPORTS COMPANY SPECIALIZING IN LABOR SERVICES 
0W250810 Beijing XINHUA in English 0608 GMT 25 May 87 


["Labor Services: Chinese Corporation Offers Labor Services Abroad"--XINHUA 
headline } 


[Text] Beijing (CEI)--The China Hualong International Labor Cooperation Corp., 
China's first company specializing in international labor and technological 
cooperation, welcomes foreign firms to hire Chinese workers, an executive 
official of the company said recently. 


He said that the company can provide various kinds of labor and technical 
services, and start joint-venture or cooperative enterprises based on govern- 
mental agreements or nongovernmental cooperation to meet the demands of for- 
eign governments, corporations, enterprises and overseas Chinese clients. 


The corporation was established with the approval of China's State Council in 
March 1986. It is registered by the State Administration for industry and 
commerce and financially guaranteed by the bank of China. 


The corporation provides engineers, horticulturists, management personnel, 
sports coaches, doctors of both Chinese and Western medicine, chefs and folk 
artists. 


The corporation will also set up agencies in the United States and Hong Kong 
to expand its business. 


/12232 
CSO: 4020/200 
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LABOR ECONOMIC 


GANSU MEETING DISCUSSES INSURANCE, EMPLOYMENT ISSUES 
HK240403 Lanzhou Gansu Provincial Service in Mandarin 2200 GMT 23 May 87 


[Text] Provincial Party Committee Deputy Secretary Hou Zongbin pointed out at 
a provincial conference on labor insurance and employment work which concluded 
on 23 May that social labor insurance and urban employment work represent 
important work for the party and people. Making a success of this work is 
related to the overall situation and will help to promote social stability and 
unity and to spur the smooth development of reforms. 


Hou Zongbin said: The general aim in reforming China's existing labor system 
is to eliminate the defect of the iron rice-bowl and gradually establish a 
new-style employment system suited to the needs of socialist planned commodity 
economy. Social labor insurance is an essential content of this reform. The 
labor insurance departments throughout the province must use various channels 
and forms to explain to the workers and enterprise leaders the State Council 
and provincial regulations on reforming the labor system and publicize the 
advantages of unified social insurance. This year the province will set up 
pilot projects in unified social insurance for retired workers at Lanzhou, 
Baiyin, Tianshui, Jinchang, and Xiayuguan. This work will then be unfolded 
throughout the province. 


On the urban youth employment problem, Hou Zengbin pointed out that at 
present, the number of places where employment is hard to find, are 
continually increasing. It is difficult for girls and older young people to 
find employment; it is hard for the sons and daughters of enterprise workers 
who live a long way from the towns to find employment; and it is hard to find 
employment in old revolutionary bases, and minority-nationality, remote, and 
poor areas. The province must continue to implement the three-in-one 
employment principle and mobilize all sectors and trades to set up collective 
enterprises and open up new employment opportunities. It is essential to do a 
good job in this work. 


/12913 
cso: 4006/718 
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LABOR ECONOMIC 


JIANGXI WORKERS REGARDED HIGHLY FOR FOREIGN WORK 
OW09051 Beijing XINHUA in English 0636 GMT 9 May 87 


[Text] Nanchang, 9 May (XINHUA)--Some 2,600 construction workers from east 
Jiangxi Province have served in 11 countries on more than 30 projects in the 
past 6 years, winning a good reputation for the province. 


According to the manager of the China Jiangxi Corporation for International 
Economic and Technical Cooperation, the province's technicians have been praised 
in Libya for their good work and speedy completion of projects. This year 500 
technicians will go to Libya, 3 times as many as last year. 


The state construction contract company of Iraq has asked technicians from the 
province to continue their work on projects three times since 1981. 


The workers reputation has helped the province expand its range of labour ser- 
vices. Skilled workers and craftsmen in the fields of textiles, sewing, carv- 
ing, animal husbandry, automotive repair and cosmetology have also served in 
foreign countries. 


In 1983 the province sent 35 experts to Algeria to work in the designing, and 
planning of projects such as highways. There are still 17 experts working in 
the country. 


The exported labor has also brought the province economic results. The Jiangxi 
corporation for international economic and technical cooperation earned 12.73 
million U.S. dollars by exporting labour since it started business in 1981. 


/12232 
CSO: 4020/200 
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LABOR ECONOMIC 


SHANDONG TRADE UNION COUNCIL COMMENDS UNITS, INDIVIDUALS 
SK282235 Jinan Shandong Provincial Service in Mandarin 2200 GMT 27 Apr 87 


[Excerpts] On the morning of 27 April, the Provincial Trade Union Council 
held a commendation meeting and a press conference simultanewusly in the 
Nanjiao Guesthouse, on behalf of the All-China Federation of Trade Unions, to 
present national May Day labor medals to 49 advanced individuals and the 
certificates of merit to five advanced enterprises that have emerged on 
various fronts in making the people wealthy and the province prosperous. 


Attending the commendation meeting and presenting the medals and certificates 
to them were responsible comrades from the provincial organs and organs under 
the Jinan Military Region, including Li Changan, Jiang Chunyun, Yang Xingfu, 

Yang Yanyin, Wang Jinshan, Li Taiqi, Lin Ping, Xu Wenyuan, and (Zhang Zhijun). 


At the commendation meeting 100 advanced enterprises emerging in making the 
people wealthy and the province prosperous were also commended with labor 
certificates of merit by the Provincial Trade Union Council and 569 advanced 
individuals were commended with labor medals. 


At the press conference simultaneously held with the commendation meeting, 
Comrade Jiang Chunyun delivered a speech in which he stressed: Leading 
comrades at all levels must attach great importance to conducting education 
and training work among advanced and model units and individuals, to 
enthusiastically showing concern for or supporting their work, and to 
fostering the new morale of learning from and supporting the advanced 
personnel throughout society to turn their advanced standards into those of 
society as a whole. 


At the commendation meeting, the participating representatives issued a letter 
of proposal to staff members of workers throughout the province, which is 
entitled “Carry Forward the Fine Tradition of the Working Class of Waging 
Arduous Struggle and Be Vanguards in the Campaign of Increasing Production and 
Practicing Economy As Well As of Increasing Incomes and Curtailing 
Expenditures.” 


/12913 
cso: 4006/718 





LABOR ECONOMIC 


SHANGHAI PEASANTS MOVING INTO URBAN EMPLOYMENT 
0W060205 Beijing XINHUA in English 0145 GMT 6 May 87 


[Text] Shanghai, 6 May (XINHUA)--As part of China's rural reform, nearly two- 
thirds of Shanghai's peasants--1.7 million in all--have left their farmland here 
on the outskirts of China's largest industrial city to work in factories, trans- 
portation and the service field, according to the municipal agricultural 
department. 


An official from the department said that of more than 2.63 million rural resi- 
dents, more than 1 million have transferred to township or village enterprises, 
almost 200,000 now work in the construction trade, and 10,000 are employed in 
the transportation and service fields in other parts of China. 


Before 1978, government rural policy restricted Shanghai peasants to farming. 
At that time every 13 peasants cultivated 1 hectare of farmland. 


The transfer of rural labour has helped Shanghai's rural outskirts to achieve 
an all-round development of farming, industry, commerce and sideline production. 


Last year, total industrial and agricultural output value in Shanghai's suburbs 
reached 17.4 billion yuan. Village and township enterprises earned 62 percent 
of that amount while agricultural ovtput value accounted for oniy 14 percent 
and sideline products 24 percent. 


The change in the labour and production structure in Shanghai suburbs has also 
imporved its cooperative economy. Counties and villages have entered into more 
than 400 cooperation projects with more than 230 counties in 20 provinces, 
autonomous regions and cities. 


In addition, they have established 2a number of joint ventures with foreign and 
Hong Kong business people, introducing nearly 50 million U.S. dollars of direct 
foreign investment. 


Although the number of Shanghai peasants engaged in farming has dropped to 
933,500, 35.4 percent of the total rural labor force, they had a good harvest 
last year, with the output of grain and rapeseeds and poultry, eggs, milk and 
fresh water fish all exceeding the 1978 level. 
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The development of rural industries has enabled the rural areas to make more 
investment in farming and buy more farm machines and strengthen service to 
farming. Each peasant now plants twice as much land than they did 9 years ago 
(1/3 of a hectare). 


The changes have brought larger incomes to the peasants. Last year, the total 
per capita income was 824 yuan, double the 1978 figure. The living space for 
every peasant is over 20 square meters. Consumer goods like television sets, 
washing machiens and tape-recorders are appearing in rich peasants’ homes. 


Now some 1,000 specialized family farms have formed on the outskirts. They 
usually manage 1 to 2 hectares of farmland. Departments in towns and villages 
provide and repair farm machinery for these families. 


/12232 
CSO: 4020/200 
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LABOR ECONOMIC 


SHAANXI RIBAO COMMENTS ON ‘TALENT DEFICIT’ 
HK210701 Xian SHAANXI RIBAO in Chinese 9 Apr 87 p 3 


[Essay by Zhang Zhongshan (1728 0022 1472): “Tentative Views on the ‘Talent 
Deficit’ Problem” ] 


[Text] Recently, a friend told me that in the past few years, the outflow of 
scientific and technical personnel from his locality has been very serious, 
yet the number of such personnel hired and trained during the same period was 
not half the outflow number. I think this is somewhat similar to a financial 
deficit, being unable to make both ends meet and I cail it “talent deficit.” 
According to reports, the result of this “talent deficit” causes a serious 
insufficiency in industrial and agricultural production. On the scientific 
research front, technology power falls seriously short, and enterprise profits 
decrease. Real financial deficit tends to expand each year. 


This is not to be sensational nor to make a farfetched comparison. Look at 
two examples from the newspapers. First, in Shandong's Mazhuang Town in 
Boshan County, one million yuan was invested in a diamond factory a few years 
ago. Due to the absence of high standard technical personnel, product 
quality, and quantity, was not up to par and production was running downhill. 
The deficit continued for years. In August 1984, they hired a diamond expert, 
Wang Changgeng (3769 7022 1649), from a scientific study unit in Zhengzhou. 
This genius had the ability to turn stone into gold. After he took up the 
post as deputy factory technical director, the annual production value reached 
1,050,000 yuan, making a profit of 250,000 yuan, double the amount planned in 
their contract. However, a good man has the most misery. Certain very 
jealous people gossiped, and in January 1986, Wang Changgeng left. The 
factory's annual production value dropped to 200,000 yuan. The factory could 
no longer continue, and was closed down for readjustment. The second example 
was in the same district. Dongzhen village in Huantai County is in the same 
area. Since 1982, this village has hired over 70 scizntific, technical and 
economic management personnel. Consequently, the income from village industry 
increased by 39 percent annually. Average distribution for the villagers 
reached 800 yuan in two consecutive years. It is all in black and white, 
defi-..<« and indisputable. This is indeed powerful evidence. 


To respect knowledge and talent has been our party's policy all along. Since 
the 3d Plenary Session of the llth Party Central Committee, the party has been 
working on this aspect widely and extensively. It is a pity that some of our 
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comrades who are in charge of economic work have not really understood it. 
Their enthusiasm for strengthening economic work is high. Their sole topic of 
speech is the economy. Their hands are constantly on all sorts of statistic 
reports. They are glued to the enterprise, collect material, grasp 
information, and push for progress (this certainly is necessary). However, 
when it comes to gathering talent, respecting knowledge, or spending a little 
time and money on the actual contributions of scientific and technical 
personnel, to establish a pattern of learning and a good living environment, 
these comrades beat around the bush, making restrictions here and there, 
listening to gossip, and being meticulous and fault-finding. All these 
factors are considered as causes of talent deficit. Dong Fangshou of the 
Western Han Dynasty said: “To gain a scholar is prosperity, to lose a scholar 
is death.” Dong had perceived the link between talent and prosperity. These 
past few years, the ordinary masses in some localities call scientific and 
technical personnel Gods of Wealth. Fighting over the God of Wealth is often 
reported. It also illustrates that among the common people, there are those 
who can recognize talents and handle finance. The God of Wealth is a God who 
creates wealth, gathers wealth, and gives wealth. When the God of Wealth is 
disposed of, where will wealth come from? Is this not an obvious truth? 


Let us go back to the subject. There is another side to the problem. Being 
called the God of Wealth by the ordinary masses, scientific and technical 
personnel have to consider that our country and the people are still poor. On 
the one hand they expect the God of Wealth to shower them with wealth; on the 
other hand, they cannot afford to take better care of the God of Wealth. 

There must be mutual understanding. In China, the fate of scientific and 
technical personnel, and that of the party and the country's people are 
closely related. This is not a statement without grounds. 


/12913 
CSO: 4006/718 
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LABOR ECONOMIC 


RENMIN RIBAO REPORTS EMPLOYMENT POLICY VIOLATION 
HKO50951 Beijing RENMIN RIBAO in Chinese 2 May 87 p 4 


[Report by correspondent Jia Zhaoquan (6328 2507 0356): “Quxian County Labor 
and Personnel Bureau Violates Labor Recruitment Policies”] 


[Text] By practicing “selective recruitment” and “internal recruitment,” the 
Labor and Personnel Bureau of Qu County, Sichuan Province, has deceived its 
superiors and deluded its subordinates. The members cf the bureau refused to 
carry out orders, but persisted in doing things despite prohibitions. Their 
practices have definitely violated the principle of “open recruitment of staff 
based on comprehensive assessment and with priority given to those with better 
qualifications.” Last year, 188 contract workers employed by enterprises 
under the ownership by the whole people according to the recruitment quota 
were employed through “selective recruitment” and “internal recruitment,” and 
136 pout of the 146 applicants who have gone through the appointment 
procedures are children of cadres. This has aroused indignation amcng the 
masses. 


Qu county is a large county with a population of more than 1 million. A quota 
of 188 job vacancies was assigned by the state to the enterprises under 
ownership by the whole people in the county last year. On 16 October, the 
county labor and personnel bureau which was in charge of personnel recruitment 
work submitted a proposal on personnel recruitvent to the county government. 
The proposal presented three recruitment schemes, of which the second one was 
to “assign job vacancy quotas separately to different departments or tw the 
systems or areas to which job-awaiting people belong so that the organs ir 
charge will recruit staff members internally in light of the demand of 
different lines of production and according to the regulations, with the 
priority given to those with better qualifications.” Back in July last year, 
the State Council introduced a reform of the labor system, stipulating in 
explicit terms that the method of “internal recruitment” in favor of the 
children of staff members is to be discarded; and all state-run enterprises in 
recruiting personnel must observe the principle of “open recruitment based on 
comprehensive assessment and with priority given to those with better 
qualifications.” However, the proposal by the Qu County Labor and Personnel 
Bureau suggested that the county government adopt the second scheme, under the 
pretext that this scheme “has more advantages as it can help avoid some 
conflicts.” In early November, the County Government and the County Party 
Committee approved this proposal submitted by the County Labor and Personnel 
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Bureau. In mid-November, a personnel recruitmenc work meeting was held in 
Daxian prefecture. The meeting emphasized the necessity of primly 
implementing the provisions concerned promulgated by the State Council and the 
Provincial Government and made a decision that a unified appointment 
examination was to be held in all counties. As set of general regulations 
governing personnel recruitment was drawn up, discussed, and revised during 
the meeting and the participants in the meeting were required to implement 
these regulations inn their own counties. It was also provided that all 
people waiting for employment in organs at and above the prefectural level 
shall sit for the recruitment examinations to be held in the places where they 
lived. However, the Qu County Labor and Personnel Bureau did not inform the 
County Government of the important decision adopted at the prefectural 
recruitment work meeting nor advise the County Government to amend the 
original personnel recruitment scheme. Instead they insisted on the proposal 
featuring “selective recruitment” and “internal recruitment” that they had 
previously prepared and submitted to the County Government for approval an 
employment quota distribution scheme i which organs at and above the 
prefectural level were not counted. On 26 November, the County Government and 
the County Party Committee approved the employment quota distribution scheme 
proposed by the Labor and Personnel Bureau. Then, on 28 November, the 
recruitment process was officially launched. 


In 1926, the recruitment of personnel to fill vacancies in enterprises under 
the ownership by the whole people in Qu county was not opened to the public 
but was confined to governmert organs and geared to the need of cadres and 
leading cadres. No unified recruitment examination was held. As a result of 
“selective recruitment” and “internal recruitment,” there is a phenomenon of 
“five more and five fewer” regarding the composition of the workers employed, 
namely: there are more children of cadres but fewer children of workers and 
of local residents; there are more children of leading cadtes at and above the 
middle level but fewer children of ordinary cadres; there are more children of 
cadres in service but fewer children of retired cadres; more people from party 
and government organs but fewer people from plants, mines, and enterprises 
have been employed; and more people from departments, committees, and offices 
directly under the county authorities but fewer people from the subordinate 
organs have been employed. A survey conducted among 139 out of the 146 
applicants who have gone through the appointment procedures shows the 
following composition: 1 applicant is from a local resident family; 2 are 
children of workers, and the remaining 136 applicants are children of cadres, 
of which 3 are children of cadres at the county level, 61 are children of 
cadres working with the departments, committees, and bureaus directly under 
the county authorities and cadres working at the prefectural level, 33 are 
children of cadres working at the section level, 9 are children of plant 
directors, managers, or party committee secretaries, 24 are children of 
ordinary cadres, and 6 are children of retired cadres. 


The Qu County Labor and Personnel Bureau has violated prohibitions and 

repeatedly made mistakes in personnel recruitment. Their practices of 6 
“selective recruitment” and “internal recruitment” in violation of the set 

policy have aroused strong discontent among the public and many comrades 

within the party. As from the second day of the recruitment operation, many 

people have lodged complaints about the serious problemas concerning personnel 











recruitment in Qu county to the central authorities, the departments coucerned 
of the province, the prefecture, and the county, or their responsible people, 
by visiting these departments personally, writing letters, or sending 
telegrams. Having learned about the case from the masses, the Labor and 
Personnel Bureau of Daxian prefecture made a phone call to the leading person 
of the Qu County Labor and Personnel Bureau on 3 December, asking him to make 
a report on the recruitment work. When meeting with the leading person of the 
Qu County Labor and Personnel Bureau, the responsible person of the 
Prefectural Labor and Personnel Bureau pointed out that Qu county had actually 
practiced “selective recruitment" and “internal recruitment” in personnel 
recruitment. Referring to the inconsistency between the words and deeds of 
the Qu County Labor and Personnel Bureau in the personnel recruitment process, 
the responsible person of the Prefectural Labor and Personnel Bureau sternly 
criticized the Qu County Bureau. The latter did not tell the County 
Government about the Prefectural Bureau's criticism but simply told a lie, 
saying that the Prefectural Bureau was generally satisfied with its 
performance. On 10 December, due to strong complaints by cadres and the 
masses, the Qu County Party Committee decided to “halt the recruitment 
process." On 1l December, the County Labor and Personnel Bureau hurriedly 
completed the appointment pro zdures for another 58 applicants. Having made a 
study of the case, the Qu County Party Committee decided to take some remedial 
measures on 3 January this year. But the County Labor and Personnel Bureau 
again refused to carry out these m asures conscientiously. On 7 January, the 
principal responsibie person of th Daxian Prefectural Party Committee 
announced: Qu county has done som thing wrong in the personnel recruitment 
process, the county authority must make a self-criticism and take action to 
correct the mistakes. On 8 January, the Prefectural Labor and Personnel 
Bureau sent a facsimile telegraph to the Qu County Labor and Personnel Bureau 
to relay an instruction of the leading people of the Prefectural Party 
Committee and the prefectural commissioner's office, ordering the County 
Bureau to immediately halt the current recruitment process, invalidate all the 
processed applications, and start the recruitment work anew. After that, the 
Prefectural Labor and Personnel Bureau again sent a working group to Qu county 
to investigate the case concerning personnel recruitment. But, even then, the 
Qu Couniy Labor and Personnel Bureau processed seven additional applications 
for employment. 


The Qu County Labor and Personnel jureau has also scorned the authority of the 
local organ of state power. During a meeting of the Standing Committee of the 
Qu County People's Congress held from 22 to 23 December last year, three 
Standing Committee members addressed inquiries to the County Government on the 
1986 operation of recruitment of contract workers to fill vacancies in 
enterprises under ownership »y the whole people. When aske< whether the 
personnel recruitment quotas were distributed according to the number of 
people waiting for jobs in different units during the current recruitment 
process and how many vacancies had actually been assigned to different units, 
the deputy chief of the County Labor and Personnel Bureau who was in charge of 
the recruitment process talked ambiguously and evaded the question. 


The case of personnel recruitment has caused a sensation in Qucheng City and 
has drawn the attention of the central and provincial departments concerned. 
Now, this case is being redressed under the supervision of the Xaxian 
Prefectural CPC Committee and the Daxian Prefectural Labor and Personnel 
Bureau. 
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POPULATION ECONOMIC 


GANSU MEETING DISCUSSES RISING POPULATION GROWTH 
HK060233 Lanzhou Gansu Provincial Service in Mandarin 2200 GMT 5 May 87 


[Text] The provincial government held a provincial telephone conference on 
family planning work on the evening of 5 May, to report on population growth 
during the first quarter and analyze the reasons for its rise. The meeting 
called on the province to get a good grasp of family planning work. Vice 
Governor Liu Shu presided at the meeting. 


Governor Jia Zhijia made a speech. He said: According to the provincial 
statistics and the on-the-spot investigations carried out in Tianshui, Dingxi, 
Qing,”ang and elsewhere by the Provincial Family Planning Commission, the 
number of births in Gansu in the first quarter rose by 9.8 per 1,000 compared 
with the same period last year. The main reasons were: first, Gansu is in a 
peak birth period. Second, some prefectures and counties have failed to 
seriously implement the spirit of the provincial government's relevant 
documents on family planning. As 2 result there has been spid rise in the 
number of oirths a second child allowed by the plans wii any erfective 
control of births of a second or further child that are o.. allowed by the 
plans. Third, controls over family planniug among the urban and mobile 
populations are ineffective. Fourth, in some places the family planning work 
networks are not on a sound basis. 


Jia Zhijie pointed out: the rise of the population in the province, which is 
out of control in sowe places, has already had a serious impact on our 
economic and social development and aroused the concern and unease of the 
people throughout Gansu. He demanded that the party committees and government 
at all levels strengthen leadership over famii, planning work and grasp it as 
a current major task. They should reverse the current population growth trend 
as soon as possible. 


Vice Governor Lu Ming spoke at the meeting. (Song Dingcun), member of the 
Standing Committee of the Provincial Pei: Committee and director of the 
propaganda department, attended. 


/12913 
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POPULATION ECONOMIC 


QINGHAI RADIO REVIEWS FAMILY PLANNING PROBLEMS 
HK260517 Xining Qinghai Provincial Service in Mandarin 0430 GMT 26 Apr 87 


[Station Reporter's Commentary: "Family Planning Work Must be Grasped 
Continuously Without Relaxation”] 


[Excerpt] The Qinghai provincial regulations on family planning, promulgated 
on 17 April last year, have now been in force for one year. During this 
period the province has worked hard to implement the regulations, with the 
result that the family planning policies are more accepted by the people, and 
the percentage of people practicing birth control, the percentage of couples 
having a single child, and the percentage taking out single-child certificates 
have increased somewhat, while the percentage of people having children not 
covered by the plan has dropped. 


However, while affirming the successes, we cannot neglect the current problems 
in family planning work. According to a sample survey carried out by the 
provincial statistics bureau, last year the number of babies born in Qinghaw 
rose by 34.33 percent compared with 1985. According to a survey of births 
during the first quarter this year, it is estimated that the birth rate this 
year may reach about 20 per 1,000. 


The Provincial Family Planning Commission holds that the main reasons for the 
rise in the province's population growth following a decline are: On the one 
hand, there is the influence of the peak birth period; and or the other, 
births not covered by the plan and births of a second or more child have not 
been effectively controlled. 


According to information compiied by departments concerned, some areas in the 
province have relaxed leadership over family planning work; propaganda and 
implementation of the family planning regulations are ineffective; rewards and 
penalties are not made good; and too many exemptions from the regulations have 
been granted. 


Family planning is a basic national strategy. If the various localities fail 
to control the rise of population, this is bound to affect the fulfillment of 
the province's population plan, and have an impact on its economic 
invigoration. 
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Judging by the present situation, the province should take the following 
measures to make a success of family planning work and control populatior: 
growth: 1) Stabilize the family planning policies. 2) Grasp the work 
continuously without relaxation. All areas and units must unswervingly 
implement the provincial family planning regulations, and refrain from 
indiscriminately granting exempticns. In particular, party and CYL members 
and leading cadres must all the more observe the provisions of the regulations 
in a model way. 
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TRANS PORTAT ION ECONOMIC 


YANGTZE RIVER TRANSPORT FACILITIES EXPANDED 
OW200800 Beijing XINHUA in English 0736 GMT 20 May 87 


[Text] Beijing, May 20 (XINHUA)--China's Yangtze River now has 13 oceangoing 
shipping companies running 50 cargo ships, which has significantly increased 
the river's transportation capacity. 


According to today's issue of INTERNATIONAL BUSINESS, "110 berths are being 
constructed, and when completed, the river's transportation capacity will 
jump to 41 million tons a year." 


"The new shipping companies have opened routes to Hong Kong, Japan, Thailand, 
Singapore and Sri Lanka," the report said, adding the Yangtze River system 
mw handles 80,000 vessels owned by over 800 state and collective shipping 
companies, and is also used by 350,000 independent shippers, boasting a 
combined transport capacity of over seven million tons annually. 


"The Yangtze River ports of Nanjing, Zhenjiang, Nantong and Zhangjiagang are 
now open to foreign ships," the report added, "and Wuhan, Huangshi, Jiujiang 
and Wuhu are building foreign trade berths, while the Yangtze River container 
shipping company is building two containers ships." 


To raise port handling capacity along the Yangtze, 1.46 million yuan 
(394,600 U.S. dollars) has been invested in the port expansion projects, and 
of the 110 new berths now under construction, 10 are designed for foreign 
trade and eight for container traffic. 


Several provinces and cities along the river will also invest 30 million 
yuan (8.1 million U.S. dollars) to build an additional 65 berths. 


/8309 
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LONGEST TRAIN TUNNEL COMPLETED IN GUANGDONG 


0W061359 Beijing XINHUA in English 1337 GMT 6 May 87 








[Text] Guangzhou, May 6 (XINHUA)--China's longest double-track train tunnel 
was completed in Guangdong Province today. 








The State Council, China's highest governing body, today sent a message of 
congratulations to the workers, technicians and officials engaged in its 
construction. It describes the completion of the tunnel as "of great 
significance" to the promotion of economic growth in southern China. 









The 14 kilometer Daoyaoshan tunnel will shorten traveling time between Beijing 
and Guangzhou in the northern part of Guangdong Province. Previously the 
electric railroad snaked 53 kilometers around mountains. 











The tunnel took five years to complete and cost 285 million yuan. During 
construction, 1.5 million cubic meters of earth and stone were moved, while 
280,000 cubic meters of concrete was layed. 








Fang Weipeng, 53, deputy chief engineer of the tunnel engineering bureau of 
the railways ministry, directed the project. 










He said workers had to deal with such adverse geological conditions as 
94 cave-ins and 39 water veins, "I've built tunnels for 30 years, but I've 
never run into such complicated conditions.” 


"Thanks to the government's economic policy, we were able to use the latest 
equipment and technology on the project," he said adding that machinery 
imported from Sweden, the U.S. and Japan provided highly efficient. 


Dayaoshan tunnel is said to be the 10th longest tunnel in the world. 


Now there are 4,100 railway tunnels in China, totalling 2,100 kilometers. The 
previous longest in China was seven kilometers. 
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OPEN POLICY BOOSTS CIVIL AVIATION 1N XINJIANG 


0W051253 Beijing XINHUA in English 1234 GMT 5 May 87 


[Text] Urumqi, May 5 (XINHUA)--The civil aviation industry is really taking 
off in northwest China's Xinjiang Uygur Autonomous Region as a result of 
China's open policy, local officials said. 


In the last two years, according to the aviation officials, passenger trans- 
port volume in the region nearly doubled that before 1985. 


The region now has 40 flights a week on six rout2s to leading cities in the 
country. At the same time 60 flights are vrovided on nine routes within the 
region, said the officials. 


It now boasts the longest domestic operational mileage and the largest number 
of airports among all the provinces, municipalities and autonomous regions 
in China. 


A dozen international air routes stop over at the Urumqi airport in the 
regional capital, making it one of the eight-largest international airports 
in the country. 


Estimates show the region received less than 100 foreign visitors in 1978, 
before China adopted the open policy at the Third Plenum of the llth Central 
Committee of the Chinese Communist Party in December of that year. The figure 
jumped to 25,684 in 1986 and is expected to reach 30,000 this year, said 

the officials. 
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CEI SAYS XINJIANG TO INCREASE AIR SERVICES 
0W201017 Beijing XINHUA in English 0621 GMT 20 May 87 
{"Xinjiang To Increase Air Services"--XINHUA headline] 


[Text] Urumgi (CEL)—The Xinjiang Uygur Autonomous Region, on the north- 
western frontier of China, has seven airlines linking it with eight major 
cities in other parts of China and offering 42 flights every week. These 
seven lines include Urumqi to Beijing, Shanghai, Guangzhou, Tianjin, Xian 
and Chengdu, and Urumqi to Lanzhou, stopping at Jiayuguan. 


The Xinjiang Airline Ccompany has bought four large tu-154 passenger 
airplanes and two double-otter passenger planes in the past two years. It 
handled twice as many passengers last year as it did in 1984. The company 
transported some 220,000 people last year. 


From this year, the number of seats or. flights from Urumqi will be increased 
to 2,120 each week during the peak seazon, compared with 1,080 last year; 

from Urumqi to Shanghai it will be increased from 300 to 920; and from 

Urumqi to Guangzhou and to Xian, from 250 and 220 to 640 and 480, respectively. 
More flights will also be added within the autonomous region. 


/8309 
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BRIEFS 


GUANGXI PORT EXPANSION PROJECT--Nanning, May 9 (XINHUA)--An expansion project 
has started on Guixian County port in south China's Guangxi Zhuang Autonomous 
Region, in an effort to help service freight between southwest and south China 
and the Hong Kong-Macao region. There will be three docks for mineral ores 
and three docks for coal when the expansion of the port is completed in 1990, 
and the handling capacity will reach 10 million tons. [Text] [Beijing XINHUA 
in English 0759 GMi 9 May 87] /8309 


SHANGHAI-YINING HIGHWAY--Beijing, May 20 (XINHUA)--Work has just started on 
the first section of a highway which will link Shanghai with Yining on the 
Sino-Soviet border in the Xinjiang Uygur Autonomous Region The first section, 
stretching 110 kilometers from Xige to Hefei in Anhui Province, will be 
completed over the next three years. The new east-west highway is a key state 
project under the Seventh 5-Year Plan (1986-90). [Excerpt] [Beijing XINHUA 

in English 0806 GMT 20 May 87 OW] /8309 


CAAC INCREASES HANDLING CAPACITY--Beijing (CEI) [dateline as received]--The 
Civil Aviation Administration of China (CAAC) has raised its transport capacity 
appreciably since the beginning of this year. It handled 373.26 million ton/km 
of soods during the first three months of 1987, 33.3 percent more than in the 
same period last year. It also transported 2,486,000 passengers and 57,757 tons 
of cargo--40 percent and 27.4 percent up, respectively. CAAC is expected to 
further increase its handling capacity during this year's tourist season from 
spring to autumn. [Text] [seijing XINHUA in English 0603 GMT 25 May 87] /8309 


RECORD 1986 SHIPBUILDING OUTPUT--Beijing (CEI)--China's shipbuilding industry 
last year manufactured 347 military and civil vessels totaling a record high 
845,000 tons, an 18.1 percent increase over 1985. Four vessels for export, 
with a total tonnage of 123,200, plus oil drilling platforms, electrical 
installations and repair work for foreign vessels, made up a total export 
value of 106 million U.S. dollars. In addition, China last year received 
orders from foreign businesses for 13 vessels with a total tonnage of 242,000, 
valued at 130 million U.S. dollars. The China State Shipbuilding Corporation's 
total output value reached 3.21 billion U.S. dollars in 1986, up three percent 
over that of the previous year. [Text] [Beijing XINHUA in English 0601 GMT 
25 May 87] /8309 
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INTERNATIONAL AIR FREIGHT DEVELOPMENT--Beijing (CEI)--China has seen a rapid 
development in shipping export goods by air over the past few years. An 
official from the China Foreign Trade Transport Corporation said the corpora- 
tion launched air freight services in 1980, and last year the corporation, 

the biggest of its kind in China, delivered 33,000 tons of export goods by air, 
about two-thirds of the national total. Eas Express Aircargo System (China) 
Ltd., the second-largest in China, transported 6,00C tons of cargo last year, 
and this is expected to reach 9,000 tons this year. Earlier this year, the 
China Air Cargo Company was established with a joint investment of 200 million 
yuan from the China Foreign Trade Transport Corporation and the Civil Aviation 
Administration of China (CAAC). Seven airplanes will be bought for the company 
to meet the growing need of China's foreign trade. [Text] [Beijing XINHUA 

in English 0605 GMT 25 May 87] /8309 


TRANSPORT FACILITIES UPGRADED--Beijing (CEI)--Statistics provided by the 
Ministry of Communications show that in 1986 China built 15 deepwater berths 
and six medium-sized berths at its coastal and river ports, increasing the 
cargo-handling capacity by 27 million tons. It also upgraded and expanded 
existing berths to bring about an additional hindling capacity of 5.67 million 
tons. Last year, a total of 20,000 kilometers of highways were built, 15,000 
kilometers of highways renovated, 2,000 bridges built and 560 kilometers of 
inland waterways renovated. Statistics show that last year a total of 

5.17 billion passengers were transported and a total of 190.69 billion passenger- 
kilometers were handled by highways, showing, respectively, a 10 percent and 

a 13.5 percent increase over the previous year. At the same time, a total of 
2.76 billion tons of cargo were transported and 179 billion ton-kiloreters 
handled by highways, registering, respectively, a 0.2 percent and a 1.1 percent 
increase over the previous year. [Text] [Beijing XINHUA in English 0557 “MT 

25 May 87] /8309 


TRANSPORTATION VOLUME FIGURES--Beijing (CEI)--Chinese transportation departments 
handled more cargo and passengers on land and water routes during the first 
three months this year. During this period, 156 million tons of cargo was 
transported by trucks or 8.336 billion ton-kilome*ers, six percent and nine 
percent more than in the same period of 1986 respectively. One thousand one 
hundred and twenty four passengers or 44.238 billion passenger-kilomet=2rs 
travelled by highways. The number of passengers were about the same as in 

the same period of last year while in terms of passenger-kilometer, an eight 
percent increase. In the meantime, 68.32 million tons of cargo was transported 
and 16.35 billion ton-kilometers handled by vessels and barges, eight percent 
more. The passenger transportation volume via waterways was about the same 

as a year ago. [Text] [Beijing XINHUA in English 0555 GMT 25 May 87] /8309 
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AGRICULTURE ECONOMIC 


COASTLINE USED TO INCREASE AQUATIC PRODUCTS 
OW260612 Beijing XINHUA in English 0554 GMT 26 May 87 


[Text] Beijing, 26 May (XINHUA)--China is trying to make full use of its 
18,000 km of coastline to breed shrimps, prawns and other aquatic products. 


According to the Ministry of Agriculture, Animal Husbandry and l'isheries, 
326,000 hectares of water surface have been used, 17.4 percent more than 

in 1985. The total output of aquatic products reached 860,000 tons in 1986, 
21 percent higher than in the previous year. 


Many fishermen have turned to breeding aquatic products in some coastal 
counties, the income from raising fish is higher than that from fishing. 


Local departments have collected investment funds by themselves; Shandong 
Province alone has raised 20 million U.S. dollars from abroad in the past 
2 years. 


The income from raising aquatic products on 1 hectare of water surface is 
equal to that from planting rice on 3 to 5 hectares. Quangdong fishermen 
say that two gropers can be sold for the price of a nig. 


Putting fish and shrimp fry back into the sea is a strategy to increase 
aquatic resources, and Liaoning Province put 700 million baby shrimps intc 
the northern part of the Yellow Sea, and earned 45 million yuan, 10 times 
more than the investment. 


/12232 
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AGRICULTURE ECONOMIC 


NEW PROTEIN HELPS CONTROL VEGETABLE GROWTH 
0W231132 Beijing XINHUA in English 1014 GMT 23 May 87 


[Text] Beijing, 23 May (XINHUA)--A protein, which can control the growth of 
vegetable root nodules, has been discovered by a Shanghai scientist, today's 
WEN HUI DAILY reported. 


"A landmark discovery, the success will give scientists more clues about 
plant root nodule growth," the paper said, adding foreign researchers agree 
the achievement has opened up a new field in the research of nitrogen fixa- 
tion genes. 


"Scientists worldwide 'ave been studying the genes of root nodules on vege- 
table plants in the hope of making rice, wheat and other crops able to store 
more nitrogen, which would result in using less nitrogen-based fertilizer," 
the report said. 


The newly-discovered protein, a nucleic acid complex, was isolated from 
over 1,000 similar proteins by Hong Guofan, researcher of the Shanghai 
Institute of Biochemist~y, during his work as visiting scholar in Britain 
this March. When Hong returned tc China, he finished his research. 


Hong became known in international science circles 4 years ago when he de- 
veloped a method of determining nucleic acid structure. 
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AGRICULTURE ECONOMIC 


GRAIN ENTERPRISE PROFITS REPORTED 
Hohhot NEI MENGGU RIBAO in Chinese 17 Feb 87 p 1 


(Article by Liang Kejian (2733 0344 0313): "By Upholding Reform, 
Strengthening Management, and Improving Quality, Profits in Nei Monggol's 
Profit-Making Grain Enterprises Have Surpassed 100 Million Yuan"] 


(Text] After several successive years of stable profit growth, profit-making 
enterprises in the Nei Monggol grain production system achieved good results 
again in 1986. They realized total profits of over 114 million yuan, for the 
first time exceeding the key 100-million-yuan mark, and their growth rate 
surpassed the highest historic level. 


The reasons that profit-making enterprises in the Nei Monggol grain-oil system 
achieved these historic high results are as follows: 1) We have upheld reform 
and implemented various types of effective production and management 
responsibility systems, and we have enhanced enterprise management, blocked 
loopholes, and lowered expenses. 2) During the Sixth 5-Year Plan we made 
fairly full use of our advantages by using various channels to collect funds 
for the construction of 6 grain-oil processing plants and 75 feed processing 
plants, and for expanding and rebuilding 22 projects. In 1986 we preduced 1.1 
million tons of grain-oil products and 370,000 tons of feed, up 3.9 percent 
and 20 percent, respectively, over 1985. 3) We changed our product mix and 
worked hard to improve product quality. Our output of refined flour accounted 
for over 40 percent of the total flour volume, up 14 percent over 1985. We 
have gradually developed from a single mixed feed type to a complete mixed 
feed, an enriched feed, and a granular feed, and we have expanded sales and 
improved results. 4) Given the precondition of good work in this industry, we 
have energetically developed a diversified economy. We have developed 34 
diversified factories and shops in the grain-oil industrial system, employing 
steam, deep-frying, roasting, baking, boiling, and stir-frying to produce more 
than 60 diverse forms of finished and scmi-finished products. The grain 
ration has converted more than 8,600 tons of grain and the per capita grain 
ration among urban residents has reached 30-plus jin. We have adjusted the 
people's standard of living and satisfied demands from every quarter, and ‘e 
have also improved economic results. 
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AGRICULTURE ECONOMIC 


REPORT ON SUMMER GRAIN CROPS 
HX230236 Beijing CHINA DAILY in English 23 May 87 pl 


[Text] China's summer grain crops are growing well thanks to opportune spring 
rains .nd effective drought prevention, a government official told XINHUA 
yesterday. 


“At present, farmers nationwide are working hard to maintain crops in a bid 
to reap another good harvest," an official of the Ministry of Agriculture, 
Animal Husbandry and Fisheries said. 


"Since the beginning of this spring” he added, “governments at all levels 
have organized a large number of officials and agricultural technicians 
to help local farmers combat drought." 


The official also said, "Well-timed rainfall in east, south zad north China 
has alleviated the drought which had been plaguing these areas since last 
winter." 


"Summer grain output is likely to be the same as last summer provi“ -d the 
natural conditions remain stable," the official predicted. 


China harvestes over 93 million tons of summer grain last year, according to 
the State Statistics Bureau. This year China planted 30.7 million hectares 
of summer grain crops. 


According to another XINHUA report, grain output of China's nine leading 
grain-growing provinces is expected to be 245 million tons this year, a 
].¥ percent increase over 198€. 


The nine provinces: Hebei, Shandong, Henan, Sichuan, Hubei, Hunan, Anhui, 
Jiangsu and Guangdong, produced 61.5 percent of China's grain last year. 


The nine provinces are cultivating 22 million hectares of summer crops this 
year, 0.5 percent more than 1986. 


Meanwhile, Yunnan and Fujian provinces have reported a good harvest of summer 
crops, said the FARMERS’ DAILY nad the China News Service. 
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The grain output of summer crops in Yunnan Province totals 1.3 billion kilo- 
grams this year compared with 0.7 billion kilograms in 1986. 


Fumian Province, which was hit by natural disasters last year, increased its 
total output of summer crops by about 30 percent this year. Its wheat and 
bariey output is 60 million kilograms more than last year, and its rapeseeds, 
2 million kilograms more. 


But the official warned, "The drought in the southwestern and northwestern 
parts of the country is still serious, and preventive measures should still 
be carried out." 
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DROUGHT PROBLEMS IN PROVINCES CONTINUE 
HK220621 Beijing CHINA DAILY in English 22 May 87 p 3 
[By staff reporter Wen Jia] 


[Text] Despite of a drastic drop in the amount of planting area suffering 
from drought in the last 2 months, more than 7 million hectares is still 
drought-ridden, CHINA DAILY learned yesterday. 


Of the total area now hit by drought, about 80 percent is used for spring- 

sown grain crops. Winter crop land hit by drought has dropped to about 1.4 
million hectares from over 7 million hectares in mid-March. Two months ago, 
the total amount of farmland hit by drought by was over 14 million hectares. 


Sichuan and Guizhou Provinces in Southwest China are the worst in the country. 
Drought there has continued from last autumn. 


The other parts still hit by drought are mainly middle Heilong-Jiang Province 
and Western Jilin Province, parts of Hebei, Gansu, Henan, Shandong and Shaanxi 
Provinces, and the Inner Mongolia Autonomous Region. 


The drought has to various degrees affected the grwoth of summer grain crops 
and spring-sown grain crops, according to officials in the office of the 
Drought-Combatting Leading Group under the State Council. 


In Guizhou Province, 40 percent of the rice fields have failed to raise 
seedlings. Rice and corn seeds that are already sown are hardly sprouting 
due to lack of water. 


Drought has also affected the supply of drinking water. In Sichuan Province, 
over 120 counties are suffering from water shortages. 


Drought has been a problem in China ever since last autumn. It reached its 
height last March, when more than 14 million hectares of planting area was 
hit, nearly twice the amount in the same period of 1986, Deng Shanghai, deputy 
director of the Drought-Combatting Leading Groups's Office, said, 


Rainfall and irrigation in the past 2 months have helped to ease the drought in 
many parts of the country, especially in South and Southeast China. 
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However, in the first 10 days of this month, total rainfall was less than 

10 millimetres in north northeast and northwest China, a 50 percent decrease 
over the usual amount. This will hinder the growth of both winter and spring 
wheat. 


By 13 May, the state had allocated over 30 million yuan to help fight drought 
in 13 key provinces and autonomous regions, according to Zhao Maoyu, an official 
in the office. 


People in the countryside are trying to drill wells, build or repair ditches 
and increase water pumping equipment to fight droughts. Local governments are 
offering funds and materials and aid them. 


/12232 
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REPORT ON POTENCY OF NEW KIND OF INSECTICIDE 


Beijing KUNCHONG ZHISHI [ENTOMOLOGICAL KNOWLEDGE] in Chinese No 1, 1987 pp 36- 
38 


(Article by Zhang Yingkuo [1728 2019 7059], Zhao Xuezhong, [6392 1331 1813], 
Jiang Zhikuan [1203 1807 1401], and Qian Wanhong [6929 8001 4767], The 
Military Medical Research Institute of the Nanjing Military Region Logistics 
Department, and Zhang Zheng [1203 2973], Nanjing University Department of 
Chemistry ] 


[Abstract] Testing was begun in 1984 on Pentachlorochrysanthemic ester, with 
the chemical formula 3-(2,2-dichloroethylene )-2, 2-methylcyclopropane 
carboxylic acid 1-ethynyl-2-methylpentadiene-2-hydroxy acid, which is a new 
artificial pyrethrum ester insecticide. Laboratory and on-site spraying tests 
were conducted on mosquitoes and flies, a semilethal dose (LD50) was measured 
for houseflies and German cockroaches, and toxicity under the membrane method 
was evaluated. Methods and results are veported in narrative and tabular 
forn. The compound was proven to have a rapid .nockout effect and excellent 
extermination capability. Its simple structure and convenient compound give 
it a certain utility value. 
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GUANGXI TAKES STEPS TO COMBAT DROUGHT PROBLEMS 
OW210340 Beijing XINHUA in English 0207 GMT 21 May 87 


[Text] Nanning, 21 May (XINHUA)--The Guangxi Zhuang Autonomous Region will 
import more fertilizer this year to help combat a 7-month drought, a regional 
official announced today. 


According to Zhang Chunyuan, "this year, the region will spend 32.4 million 
U.S. dollars to import 580,000 tons of fertilizer an increase of 120 percent 
over 1986." 


"The drought, going on since last October, has caused 1,000 small rivers to 
dry up and lowered the water tables of the Xijiang, Yujiang, Hongshui, 
Zuojiang, Youjiang and Liujiang Rivers up to 1.2 meters below the previous 
record low points," Zhang said, adding in mid-May, areas cultivated in rice 
had to be decreased 67,000 hectares over 1986. 


Local authorities allocated 11 million yuan (2.9 million U.S. dollars) for 
this year's spring planting and are still raising funds to subsidize field 
management. 


"To boost grain production, this year the region plans more allocations for 
agriculture, which will involve 22.4 percent of the region's revenue, or 
10.4 percent more than in 1986," Zhang added. 


Over the past 3 years, Guangxi was hit by typhoons, and droug! , and the 
region's grain output went up only 10,000 tons last year over 1985, even 
though 83,000 additional hectares were put under cultivation. 


"Several rains in mid-May have improved the situation and peasants are now 
applyinz fertilizer to corn and early rice fields," Zhang said. 


/12232 
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S&T IN NEI MONGGOL FARMING, ANIMAL HUSBANDRY 
Hohhot NEI MENGGU RIBAO in Chinese 15 Feb 87 p 2 


[Article by Liu Zhen [0491 3791], official of the Nei Monggol Autonomous 
Region Agriculture Commission: "Disseminate Scientific and Technological 
Achievements and Promote Production in Agriculture and Animal Husbandry"] 


(Text] After the Conference of Nei Monggol County and Banner Party 
Secretaries, the 3d Plenum of the 4+h Nei Monggol Autonomous Regional Chinese 
Communist Party Committee [NMARCCPC] passed its implementation plan for 
"studying grassland and forest management to promote animal husbandry." Now 
this strategic plan has moved from the investigative, research, discussion, 
and comprehension phase to the phase of level by level implementatica and 
organization. How can responsible departments and the departments that advise 
the NMARCCPC and the Nei Monggol government on agriculture and animal 
husbandry actually organize this breakthrough most effectively? Based on 
extensive attention to the opinions of experts, scholars, cadres, and the 
masses, we focus our efforts on satisfactorily transforming and utilizing 
existing scientific and technological achievements. We have decided that the 
entire farming population must focus on achieving one thing: it must destroy 
conventional services to the grassroots level and strive to popularize 16 
Suitable techniques for raising production that have been proven through 
production experience to require a low monetary investment and produce rapid, 
high results. 


Since the 3d Plenum of the 11th CPC Central Committee, the reason that 
production in agriculture and livestock husbandry has able to develop at a 
relatively rapid pace is that party policies have enormously aroused people's 
enthusiasm for production, original production facilities have been put to 
good use, and some scientific and technological achievements have been 
popularized and applied in oroduction. In the future, if we want agricultural 
and livestock production to develop rapidly, we must continue to consolidate 
the results of reform and constantly increase inputs into agriculture and 
animal husbandry. But in addition to this, we must rely even more on the 
forces of science and technology and require speedy results from then. 


We believe that, proceeding from the characteristics of agricultural and 
livestock production, at the same time as we focus on basic science we should 
assign applied science a priority status and pay particular attention to 
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transforming and applying scientific and technological achievements. The 
actions of many advanced nations have verified this point. Right now 
utilization ratios for scientific research achievements are over 80 percent in 
the United States and Japan, over 55 percent in England and France, and over 
30 percent in the Soviet Union. In China, during the Sixth 5-Year Plan some 
309 achievements were made in scientific research in agriculture and animal 
husbandry, and only 50 of them, or 16 percent, were disseminated and applied 
on a large scale. This is lower than the world average of 20 percent. This 
demonstrates that. as regards the dissemination of suitable technology, in Nei 
Monggol there :* tremendous potential that can be tapped in agriculture, 
animal husbandry, und forestry. For example, in 1986 Bayannur League used corn 
mulching techniques on 240,000 mu of land and increased its total output by 
100 million jin; its per-mu yield rose from 400 jin to 500 jin. Right now Nei 
Monggol grows corn on 7 million-plus mu of land, and mulching is used on less 
than 5 percent of this. If we extend mulching to 50 percent of the corn 
growing area, figured at 300 jin per mu we can increase grain outprt by over 1 
billion jin. 


The broad masses of farmers and herdsmen are eager to enrich themselves and 
urgently desire to master the various techniques of agricultural and livestock 
production. The masses are quick to learn and skillful in applying suitable 
Output-boosting techniques that require a small monetary investment, bring 
rapid results, and are easy and convenient. The conditions and foundation 
also exist for widespread dissemination of these techniques. In addition, in 
view of the fact that we are now having financial difficulties in Nei Monggol, 
and since we are "studying grassland and forest management to promote animal 
husbandry," we cannot allocate even more money to improve production 
conditions. Therefore, in popularizing appropriate techniques to boost 
production, we can ensure that our limited funds produce the best possible 
economic results. By popularizing suitable techniques to raise production, we 
can also change the "four segregations"--segregations of scientific and 
technical personnel from production realities--into the "four integrations" 
and fully arouse initiative among leaders, scientific and technical personnel, 
the public, and professional departments at all levels. Thus we can ensure 
that scientific research achievements, which are beginning to be put to use 
and are still accumulating, are converted into a wide-reaching social forces 
of production. 


The applicable techniques we have decided to popularize are as follows: 1) 
The hot-spraying technique for feed. This research achievement, developed by 
the Nei Monggol Academy of Livestock Science, has assumed a leading position 
in China and abroad. Use of this new technique can assure that brush, twigs, 
and straw are used to their best advantage to expand feed sources. There are 
now over 100 units from outside the autonomous region that have sent people or 
letters seeking to study this technique. 2) The milk-inducing hormone. The 
milk-inducing hormone developed in Nei Monggol is a kind of injected 
pharmaceutical that stimulates milk production in nongestating cows. It is 
over 90 percent effective. In 1985 this medicament was used on over 13,000 
head of cattle outside of Nei Monggol, achieving outstanding economic results. 
There are a great many nongestating dairy cattle in Nei Monggol each year, but 


in the past 2 years this medicament has been used on only 2,000-plus_ head. 
This "blossoming within our borders so that outsiders can enjoy the fragrance" 
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Must be changed. We need to ensure that we work energetically to popularize 
this technique in production. 3) Breed improvement through the technique of 
artificial insemination with frozen semen. This technique has already been in 
use for several years, but needs to be popularized further. In particular, 
the dabei [1129 0223] dilution technique for frozen semen should be put to use 
in production as quickly as possible. Right now our most prominent problems 
in domestic livestock improvement in Nei Monggol is that there are not enough 
good males for breeding purposes. By adopting the dabei dilution technique, a 
Single stud ram can breed 2,000 to 3,000 ewes, or 5 to 10 times as many as is 
possible using artificial insemination at normal atmospheric temperatures. 4) 
The early-spring vermifuge technique. According to statistics, annual 
livestock deaths and product losses caused by parasitic worm damage in Nei 
Monggol run 3 to 4 times higher than deaths and losses from all other causes. 
In the past vermifuge was conducted primarily in April and May or at the end 
of autumn. This method can only kill adult worms. If we move the vermifuge 
period up 3 months we can kill both adult worms and larva. 5) Baycid 
prevention and control of flies on cattle hides. In Nei Monggol we obtained 
initial experimental success with this technique in the 1960's, and in the 
future it is only a question of persistent applications. 6) The No 2 swine 
vaccine for the prevention and control of bovine and ovine brucella bacilli. 
To use the No 2 swine vaccine developed successfully in the past 2 years to 
prevent brucellosis, one only needs to dissolve the vaccine in livestock 
drinking water to protect cattle for 3 years and sheep for 5 years. This 
essentially provides lifelong protection. 7) Cultivation of fodder forests. 
This is the planting, as appropriate to the area, of ningtiao [2899 2742], 
shaji [3097 2765] and other brush and establish fodder forests and grass 
farms. 8) Construction of small grass kuluns focused on water resources. In 
recent years Uxin Banner in Ih Ju League has worked hard to develop small 
family grass kuluns of several tens of mu focused on water resources and 
integrating water, grass, forests, mechanization, and raw materials. In 
general, most small kuluns harvest 5,000 to 10,000 jin of fodder grain and 
50,000 to 60,000 jin of silage and other forage grass, guaranteeing stable 
production growth in the livestock industry. This year, the Nei Monggol plan 
calls for the establishment of 2,000 small family grass kuluns centered cn 
water resources. This can be extended everyplace that water resource 
conditions permit. 9) Comrade Liang Yu's [2733 3768] technique of 
intercropping, interplanting, and multiple cropping of grain and grass, and 
rotating grass with grain to integrate farming and animal husbandry. 10) 
Formula-based fertilizer applications in farming. Through rational fertilizer 
application this technique primarily achieves the goals of increased yield and 
economization. On over 1,000 test sites at soil and fertilizer stations 
throughout the autonomous region, circumstances show that this technique can 
raise grain production 10 percent compared with customary fertilizer 
application methods. In 1987 Nei Monggol plans to disseminate this technique 
over 3 million mu. 11) The spring wheat and summer sowing technique. Nei 
Monggol experiences drought 9 years out of 10, and spring drought is 
particularly common. Chifeng, Ih Ju League, and other places have adopted 
improved short-season wheat to carry out spring whea’™ harvests and summer 
sowing. This avoids the spring drought and produces a substantial harvest. 
12) Patterned cultivation techniques. This means to organize all the 
effective yield-boosting techniques in a given area into an assembled set and 
apply them in a composite manner. In 1986 Jirem League applied patterned 











Cultivation to 1.32 million mu of corn and harvested an average per-mu yield 
of 1,000 jin. Currently, the extension system in Nei Monggol has researched 
and formulated 46 pattern maps for 12 types of crops, and 1987 plans call for 
them to be disseminated over 6 million mu of land. Under normal harvest 
conditions we expect to increase production by 0.7 to 1 million jin of grain. 
13) Techniques to prevent and control smut and harmful subterranean insects on 
cereal crops. In 1987 we plan to control these problems on 25 million mu of 
farmland. 14) Early use of comprehensive techniques to boost agricultural 
yields. Two-thirds of the cultivated land in Nei Monggol is located in arid 
crop regions. If this kind of region adopts comprehensive measures such as 
preparing the soil to preserve moisture, raising grass to fertilize the 
fields, mixing fertilizer with the water, and selecting and using drought- 
resistant crops and varieties, it will be able to achieve its goal to increase 
grain and grass yields and raise livestock to fertilize the land. The Nei 
Monggol Institute of Agricultural Sciences has already conducted successful 
experiments in Dongbahao Township in Siziwang Banner. 15) The use of plastic 
film in agricultural cultivation and in fattening cattle and sheep. 
Agricultural mulching can raise soil temperatures, preserve moisture, and make 
the best use of effective cumulative temperature. In the past this technique 
was used mostly on beets and vegetables, but in 1986 it was applied on a large 
scale to grain crops and it notably increased yields. At the same time, we 
must also popularize the new technique of using plastic canopies over drylots 
where lambs are being fattened. 16) Intensive fish breeding in small areas of 
water. Nei Monggol is rich in small natural water areas, and in recent years 
people have dug many fish ponds. Right now the key issue is to disseminate 
high-yield intensive breeding techniques, safeguard people's enthusiasm for 
raising fish, and accelerate the growth of fishery production. 


In order to make the work of disseminating suitable yield-boosting techniques 
practicable, we have already established a Small Leading Group for Rapid 
Dissemination of Suitable Technology, with the director, deputy director, and 
chief engineer of the Agriculture Commission participating. Right now the 
teaching material and videotapes for these 16 techniques basically assembled. 
Considering the strongly seasonal nature of agricultural and livestock 
production, we plan to use every minute at our disposal to transmit this 
scientific information. We will specifically organize 12 rapid-dissemination 
squads, and the officials of leading party groups will lead these squads deep 
into every league and city. First we will "arm" the leaders of every league, 
city, banner, and county and the many thousands of cadres in the agricultural, 
animal husbandry, and forestry system. Then we will take half a month or so 
to disseminate this work, in the above form, to leaders at all levels 
throughout the autonomous region and to the broad specialized, technical 
mainstay. Finally, these leaders will rapidly disseminate these 16 suitable 
yield-boosting techniques to millions of households. 


In launching these activities, the Agricultural Commission's leading party 
group is realistic and eager. It has resolved to control the previous surface 
pursuit of mere matters of form and make a major effort to produce results. 
In step with publicity work, we will distribute these 16 techniques to all 
relevant bureaus, divisions, stations, and institutes. The plan formulated 
and put into effect by the leading party group clarifies the regions and 
specific people responsible for disseminating these techniques and the 
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standards that they must attain. The scientific and technical department will 
compile a register of all plans approved by the Agricultural Commission's 
leading party group, inspect and assess them as the occasion demands, and 
check them for acceptance at the end of the year. Right now, there are 500 
scientific and technical cadres in the Agricultural Commission system signed 
up to work in the countryside. 


To encourage the many scientific and technical personnel to go down to the 
grassroots level, we have decided to launch a program in the Agricultural 
Commission system to learn from comrade Liang Yu. We will establish a new 
atmosphere of honor for going down to the countryside, doing scientific and 
technological extension work, and serving farmers and herdsmen. At the end of 
the year we will conduct a general appraisal and comparison, and, based on the 
manifestations and outstanding achievements in work conducted by scientific 
and technical personnel that have gone down to the countryside, we will award 
Golden Camel, Silver Horse, and Red Oxen Trophies. Those who have made 
special contributions will be given considerable awards. 
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SICHUAN INCREASES PASTURELAND 40 PERCENT 
OW240820 Beijing XINHUA in English 0716 GMT 24 May 87 


[Text] Chengdu, 24 May (XINHUA)--Southwest China's Sichuan Province has 
increased its pastureland by 20 million hectares, or 40 percent. 


The results of a 7-year survey, which ended this March, show pastureland 
in Sichuan's 185 counties now cover 6 million hectares, which is more than 
was estimated." 


The statistics also show, the Tibetan autonomous prefectures of Aba and 
Garze in the province's northwest make up 60 percent of the province's 
pastureJand,. 


During the survey, scientists also collected 3,600 varieties of grass sam- 
ples and discovered 150 are poisonous or thorn-bearing, which will be 
taken into consideration in developing the province's animal husbandry 
industry. 


Provincial authorities have decided to make the livestock marketability 
rate top priority, and more disease- and temperature-resistant strains of 
livestock are being bred. Local farmers are also being encouraged to set 
up private farms. 


Sichuan produced 10 million head of livestock for the first time last 
year. 


/12232 
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ZHEJIANG RAISES FERTILIZER ALLOTMENTS 
Hangzhou ZHEJIANG RIBAO in Chinese 21 Feb 87 p 1 


[Article by Jiang Zhicheng [5592 1807 6134] and Dai Zhongmei [2071 0112 5019]: 
"In 1987 the Provincial Allotment of Chemical Fertilizer Will Increase, and 
That Portion Supplied for Grain Cultivation will Rise 31.7 Percent Over 1986"] 


[Text] The Zhejiang Planning and Economic Commission, Agriculture Department, 
and Supply and Marketing Cooperative recently issued « joint statement saying 
that the allocation of chemical fertilizer planned for the province in 1987 
measures 739,000 tons, up 23.S percent over 1985. 


To act in the spirit of the State Council's "Circular on Improving the System 
of Contractual Grain Procurement Quotas" and to encourage peasants to grow and 
sell more grain, this year Zhejiang has decided to make priority; arrangements 
for fertilizer use in grain cultivation. In addition, we will continue to 
enforce policies linking grain to fertilizer and achieve preferential 
handling, distribution, allocation, and transfer of supplies. In 1987 
fertilizer use on grain cultivation has been figured at 432,000 tons, up 31.7 
percent over 1985. This accounts for 58.4 percent of the total fertilizer 
allotment for the province. For all grain under contractual procurement 
quotas, the amount of fertilizer supplied to farmers per 50 kg of grain sold 
to the state will increase from 3.5 kg in 1986 to 5 kg in 1987. The unit for 
conducting grain transfers out of the province will be the county (or 
municipality), and we will still supply farmers with 3.5 kg of fertilizer per 
50 kg of grain shipped out. The allowance of 2.5 kg of fertilizer per mu of 
area planted in grain will remain in effect. 


To support cotton production and successfully fulfill 1987 contractual 
procurement quotas on cotton, in 1987 contracted cotton will be rewarded with 
the sale of 40 kg of fertilizer--up from 35 kg originally--per 50 kg of ginned 
cotton sold to the state. 


The types of chemical fertilizer allotted in this state plan are urea, 
potassic fertilizers, and compound fertilizers, which are all high-quality 
fertilizers welcomed by farmers. 
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REMOTE SENSING; ANALYSIS OF DEVELOPMENT TRENDS IN ZHEJIANG 


Hangzhou ZHEJIANG NONGYE KEXUE [ZHEJIANG AGRICULTURAL SCIENCES] in Chinese No 
6, 11 Dec 86 pp 294-295 


[Article by Lin Hai [2651 3189], Zhejiang Academy of Agricultural Sciences 
Information Institute] 


[Abstract] Remote-sensing research began in China in the 1960's, and several 
well-equipped national and provincial centers are now in operation. China's 
accomplishments in comprehensive agricultural remote sensing are discussed. 
Soil surveys, soil-resource utilization, crop estimates, and monitoring of 
disease anc pest damage and changes in land-resource trends are analyzed. 
Remote-sensing accuracy in these areas is estimated. Zhejiang leads the 
nation in soil survey and mapping technology. The history and state of 
agricultural remote sensing in Zhejiang are discussed, including an innovative 
application that improves the quality of soil survey maps, and new software 
for handling remote-sensing digital images. Problems in distinguishing 
between crops in satellite surveys led to the conclusion that for small areas 
aerial remote sensing cannot now meet the needs of agricultural production. 
It is recommended that Zhejiang move quickly to establish a system that will 
combine space, aerial, and surface remote sensing on agricultural projects, 
but the focus in the near future should remain on aerial means. Efforts are 
needed to improve training, establish an aerial remote-sensing testing 
network, set up data archives, and create an information bank on soil, rocks, 
crops, and bodies of water. 
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BRIEFS 


YUNNAN WHEAT HARVEST--Beijing, 21 May (XINHUA)--South China's Yunnan Province 
has harvested 1.3 billion kilograms of summer wheat so far this year, almost 
double last year's total output. [Text] [Beijing XINHUA in English 1053 GMT 
21 May 87 OW] /12232 


YUNNAN GRAIN, RAPE--Beijing, 21 May (XINHUA)--South China's Yunnan Province 
has reaped good grain and rapeseed harvests so far this spring, today’s YUNNAN 
DAILY reported. "The province's grain output is expected to jump from 700,000 
tons in 1986 to 1.3 million tons this year," the report added, "while rapeseed 
output should increase 35 percent, to top 75,000 tons." [Text] [Beijing 
XINHUA in English 1033 GMT 21 May 87 OW] /12232 


SHANDONG IMPROVES IRRIGATION METHODS--Jinan, 24 May (XINHUA)--Shandong Province 
is now able to save 1.5 billion cubic metres of water and 140 million kwhs of 
electricity a year by using watertight irrigation ditches and irrigation pipes. 
A provincial government official said that 13 counties or districts of the 
province have watertight irrigation ditches or had irrigation pipes installed. 
To date, over 71 million metres of irrigation ditches and irrigation pipelines 
have been built in the province, providing irrigation to 1 million hectares 
that account for half of the province's total irrigation area, he said. [Text] 
[Beijing XINHUA in English 0619 GMT 24 May 87 OW] /12232 
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